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China, UK Reach Accord on Hong Kong Airport 


Memorandum of Understanding 


OW 040712279) Beying XINHUA Domestic Service 
in Chinese 0805 GMT 4 Jul 91 


("Memorandum of Understanding on the Construction 
of a New Airport in Hong Kong and on Relevant 
Questions,” reached between the Governments of China 
and Britain’ —XINHUA headline} 


{Text} Being, 4 Jul (XINHUA} The representatives of 
the governments of the People’s Republic of China and 
the United Kingdom of Great Britain and Northern 
Ireland held a fnendly consultation in Beijing from 27 to 
30 June 1991. The following considerations were 
reached by the governments of the two countries: 
—Hong Kong urgently needs a new airport in order to 
ensure and develop its prosperity and stability, 
—The airport project should conform to cost efficiency, 
and it should not create financial burden for the 
government of Hong Kong Special Administrative 
Region [SAR] of the PRC after 30 June 1997. 
—lIt is necessary to make practical arrangements in order 
to enable projects related to the new airport to proceed 
rapidly and effectively: 


For this purpose the following understanding has been 
reached: 


|. Between now and 30 June 1997, the British Hong 
Kong Government will complete the core program 
projects covered in an annex to the memorandum to the 
maximum extent possible. The British Hong Kong Gov- 
ernment will be responsible for the construction of 
projects covered by this memorandum up to 30 June 
1997. 


2. The Chinese Government will support the construc- 
tion of the new airport and other related projects. The 
Chinese side will, in accordance with the principles 
clearly defined in this memorandum. declare to inter- 
ested potential investors that commitments or guaran- 
tees made by the British Hong Kong Government in 
connection with the airport project will continue to be 
effective after | july 1997, and will be recognized and 
projected by the government of the Hong Kong SAR 
The Chinese Government has agreed that the Bank of 
China should play a proper role, for example, playing a 
role in loan syndicates for the airport project; Chinese 
construction companies may compete in investing in 
airport-related proyects through normal practice. 


3. With regard to important matters relating to the 
airport project that go beyond 30 June 1997, the Chinese 
and British Governments will carry out consultations in 
the spirit of cooperation and in accordance with Sino- 
British joint declaration. For this purpose, an airport 
committee will be set up under the leadership of the 
Sino-British Joint Liaison Group, with membership 
drawn equally from both sides. The committee's tasks 
will be as follows: 


(1) The British Hong Kong Government will consult the 
Chinese side within the airport committee before ut 
grants major airport- related franchises or contracts 
Straddling 30 June 1997 or guarantees airport-related 
dedt straddling 30 June 1997. The Chinese side will 
adopt a positive attitude toward such grants, contracts 
and guarantees. Up to one month after the British side 
provide details of the proposals will be allowed for 
discussion between the two sides in each case. Any 
decision will give full weight to the Chinese Govern- 
ment's views. The criteria in granting a franchise will the 
profitability and efficiency of that franchise 


(2) The British side will consult the Chinese side within 
the airport committee before the British Hong Kong 
government proceeds with any major airport project 
other than those in the annex to this memorandum and 
any of the current airport core program prcjects in the 
annex for which the bulk of government expenditure will 
fall after 30 June 1997. Such projects will only be 
initiated if the two sides have reached a common view 
concerning them 


4. The Chinese Government will adopt a positive atti- 
tude toward necessary and reasonable government bor- 
rowing of the British Hong Kong government that must 
be repaid after 30 June 1997. If the total amount of debt 
that must be repaid after 30 June 1997 does not exceed 
$5 billion [Hong Kong dollar]. the British Hong Kong 
Government will be responsible tor the loan of its own 
accord according to its needs. and then report the matter 
to the Chinese Government. A loan exceeding $5 billion 
{Hong Kong dollars] can proceed only after both sides 
reach a consensus on the proposed loan 


5. Based on the above-mentioned understanding. the 
British Hong Kong Government will set 25 billion Hong 
Kong dollars as the mininum fixed target for financial 
reserves to be retained on 30 June 1997 for use by the 
Hong Kong SAR Government when arranging financial 
plans 


6. To facilitate the construction of the new Hong Kong 
airport, an airport authority and a consultative com- 
mittee will be set up 


(1) The Airport Authority Ordinance will be modeled as 
far as possible on the Mass Transit Railway Corporation 
Ordinance. The British Hong Kong Government will 
retain power to direct the airport authority and respon- 
sibility for key areas of policy up to 30 June 1997. The 
British Hong Kong Government will be willing to con- 
sider and take into account the views of the Chinese side 
when drawing up the draft ordinance on the authority. 


(2) The British Hong Kong Government is willing to 
appoint a Hong Kong-based individual from the Bank of 
China group to sit as a full member on the board of the 
airport authority. This member will have equal mghts 
with the other members. The Chinese side will no doubt 
make some suggestions to the British Hong Kong Gov- 
ernment as to who this member should be 


tv 


(3) The Brittsh Hong Kong Government will set up a 
consultative committee on the new airport and related 
projects. The committee may discuss any relevant matter 
but will have no decisionmaking power. It should not 
delay the progress of the projects 


(4) The British Hong Kong Government will inform the 
Chinese side of the members of the airport authority and 
the consultative committee whom it plans to appoint, 
and will be willing to listen to any views tf at the Chinese 
side may have before making a final decision on the 
appointments. The British Hong Kong Government 1s 
willing to consider the appointment of a vice chairman 
of the airport authority about two years after its estab- 
lishment 


7. The governments of both countries hope to strengthen 
consultation and cooperation on the Hong Kong issue as 
30 June 1997 draws near. As part of the effort to 
Strengthen consultation, the Chinese foreign minister 
and the British foreign secretary will meet twice a year to 
discuss issues of common concern. The director of the 
Hong Kong and Macao Affairs Office under the Chinese 
State Council and the Hong Kong governor will also 
meet regularly 


This Memorandum of Understanding will take effect on 
the day it 1s signed by the heads of government of the two 
countries 


The above-mentioned points constitute the under- 
standing reached by the Governments of the People’s 
Republic of China and the United Kingdom of Great 
Britain and Northern Ireland on the issues in question 


Signed 1n [blank space] on [blank space] in duplicate. 
each of which 1s written in both Chinese and English 
Both texts will be equally valid 


For the Government of the 
United Kingdom of Great 
Britain and Northern Ireland 


For the Government of the Peo 


pie s Republic of Ct 


Annex: Airport core program project (first runway and 
associated facilities), North Lantau Expressway, West 
Kowloon Reclamation. West Kowloon Expressway, 
Western Harbor Crossing, Route 3 (part), airport 
railway. that part of the Central and Wanchai Reclama- 
tion that relates to the airport railway, Lantau Fixed 
Crossing (including rail portion and Route 3 inter- 
change). and Tung Chung Development Phase One 


Agreement Initialed 


OW 040708469) Bevine XINHUA in Enelish 
OSOS GMT 4 Jul 9! 


[Text] Beying, July 4 (XINHUA}The Chinese and 
British sides initialed a memorandum of understanding 
concerning the construction of the new airport in Hong 
Kong and related questions, which was made public here 
today and will come into effect on signature by heads of 


government 
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Sir Percy Cradock, foreign affairs adviser to the British 
prime minister, visited China from June 27 to July | as 
the prime minister's representative and held a series of 
meeings with Chinese leaders and senior officials on 
intensifying cooperation over Hong Kong, and particu- 
larly on the question of the construction of the new 


airport in Hong Kong. 


During the visit, Sir Percy Cradock was received by 
General Secretary Jiang Zemin of the Chinese Commu- 
nist Party Central Committee and Premier Li Peng and 
by State Councillor and Foreign Minister Qian Qichen 
The atmosphere of the meeting was fnendly and cordial. 


During Sir Percy Cradock’s stay in Being. he had 
thorough discussions with Lu Ping, the director of the 
Hong Kong and Macao Affairs Office under the State 
Council and other Chinese officials on the question of 
the construction of the new airport in Hong Kong. These 
meetings were the culmination of the intensive discus- 
sions on the same subject which the two sides had 
conducted for the last few months. As a result of these 
discussions agreement has been reached on the Hong 
Kong airport project. The two sides initialed a memo- 
randum of understanding. 


This understanding provides a firm basis for the building 
of a new modern airport to serve the expanding needs of 
Hong Kong now and in the future. The memorandum 
embodies the wish of the Chinese and British Govern- 
ments to deepen their cooperation over Hong Kong on 
the basis of the joint declaration and the confidence of 
both governments in the future of Hong Kong as an 
international economic, financial and trading center 


Major To Sign in Beijing 
OW 0407150891 Betine XINHUA in Enelish 
1445 GMT 4 Jul 91 


[Text] London, July 4 (XINHUA}—British Prime Min- 
ister John Major wall visit China to sign an agreement on 
the construction of a new Hong Kong airport, Downing 
Street announced today 


The agreement, Memorandum of Understanding Con- 
cerning the Construction of the New Airport in Hong 
Kong and Related Questions, has been initialed by the 
Chinese and British sides 


The agreement has been reached as a result of intensive 
discussions on the subject conducted by the two sides for 
the last few months 


According to British officials, Major welcomed the ini- 
tialling of the document, which was made public today, 
and said this was an important confidence booster for 
Hong Kong 


The officials said Mayor was pleased to accept an invi- 
tation from Chinese Premier Li Peng to visit China and 
hoped to make the visit soon 
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Sir Percy Cradock, foreign affairs adviser to the prime 
minister, visited China from June 27 to July | as the 
prime munister’s representative and held a series of 
meetings with Chinese leaders and semor officials on 
intensifying cooperation over Hong Kong, and particu- 
larly on the question of the construction of the new 
airport in Hong Kong 


Spokesman on Major's Visit 
HA1107141391 Beyune ZHONGGLO AINWEN SHE 
in Chinese 1033 GMT 11 Jul 91 


[Report “Foreign Ministry Spokesman on Major's Visit 
to China" —ZHONGGUO XINWEN SHE headline] 


[Text] Beying, 11 Jul( ZHONGGUO XINWEN SHE}— 
Foreign Ministry spokesman Duan Jin today said British 
Prime Minister Major, who 1s soon to visit China at Li 
Peng’s invitation, wall officially sign the Memorandum 
ot Understanding between the Chinese and British gov- 
ernments on the new Hong Kong airport project and 
related issues 


Duan Jin said the specific date for Major's visit to China 
will be discussed and decided through diplomatic chan- 
nels 


The spokesman also stated the resumption and improve- 
ment of Sino-British relations are good for both sides 
China and Britain are permanent members in the UN 
Security Council and economically have shared a trad)- 
tion of cooperation. China believes with Prime Minister 
Major's visit to China and the improvement of Sino- 
Brtish relations, cooperation between the two in various 
fields will definitely develop further 


Committee To Be Established 


OW 040 7U8S 391 Beyine XINHUA in Enelish 
OS14 GMT 4 Jul 9] 


[Text] Beying, July 4 (XINHUA}—The Chinese and 
British Governments have agreed to constitute an air- 
port commuttee for the two sides to carry out consulta- 
tions ON important matters relating to a new airport 
project in Hong Kong that straddle 30 June 1997 


This 1s involved in an initialed memorandum of under- 
standing concerning the construction of the new airport 
in Hong Kong and related questions, which was made 
public here today 


On important matters relating to the airport project that 
straddle 3) June 1997, the memorandum says, the 
Chinese and British Governments will carry out consul- 
tations in a spirit of cooperation and in accordance with 
the Sino-British joint declaration 


For this purpose, it says, an airport committee will be 
constituted under the auspices of the Sino-British Joint 
Liaison Group, with membership drawn equality from 
both sides. The committee's tasks will be as follows 


(1) The Britush side wall consult the Chinese side within 
the airport committee before the Hong Kong Govern- 
ment grants major airport-related franchises or contracts 
straddling 30 June 1997 or guarantees airport-related 
dett straddling 30 Jume 1997. The Chinese side will 
adopt a positive attitude to such grants, contracts and 
guzrantees. Up to one month after the British side 
provide details of the proposals will be allowed for 
discussion between the two sides im each case. Any 
decision will give full weight to the Chinese Govern- 
ment’s views. The governing critena im the case of a 
decision on a franchise will be the profitability and 
efficiency of that franchise. 


(a) The British side wall consult the Chinese side within 
the airport committee before the Hong Kong Govern- 
ment proceeds with any major airport project other than 
those in the annex to this memorandum and any of the 
current airport core programme projects in the annex for 
which the bulk of government expenditure will fall after 
30 June 1997. Such projects wall only be initiated if the 
two sides have reached a common view concerning 
them 


Governor's News Conference 


HA0407162291 Hone Aone Commercial Radio 
in Enelish 0900 GMT 4 Jul 9! 


[News conference given by Hong Kong Governor Sir 
David Wilson in Hong Kong—live] 


[Text] [Irene Yao, director of Hong Kong Government 
Information Service] Good afternoon ladies and gen- 
tlemen. Thank you for coming to this press conference 
Sir David 1s gorng to give a short statement and then he 
will answer questions from the floor. When you want to 
ask a question. please raise your hand and identify 
yourself 


[Sir David Wilson] Thank you, first of all, for coming 
along at rather short notice this afternoon. | wanted to 
have an opportunity to talk to you about the agreement 
on the airport as soon as possible. Perhaps | should start 
by saying that earlier in this week, | was in the unfortu- 
nate position that | had to say to the press that I had no 
new statement to make. I'm glad that today | have got a 
chance to make a new statement. Before I deal with any 
questions, let me just give some of the background and 
pick out one or two of the ports which seem to me to be 
important. The background, the airport it's been around 
with us for a long time. This question of whether to build 
a new airport. It's not just a recent matter, way back in 
the late 1970's and early 1980's, Hong Kong was plan- 
ning for a new airport and jt was only in 1983, because of 
very difficult financial cur. umstances at that time and an 
uncertain political situateon, that the airport proyect wi's 
then postponed. And it was picked up again in 1986, 
looked at very thoroughly indeed from then onwards 
And you remember that back in October of 1988 in my 
annual address to the Legislative Council [Legco], | said 
that we would be taking a decision on whether to go 


ahead with the new airport by the end of the following 
year, and indeed, that was what we did in the Legco 
address of October 1989. I said that we had concluded 
that it was mght to go ahead with a new airport at Chek 
Lap Kok. And we have been doing a great deal of work 
on the matter since then 


Another background point is that its, its long been 
apparent that unless we have some degree of Chinese 
positive attitude towards the project, we were going to 
have difficulty with the sort of private sector investment 
in involvement that we need if this 1s gong to be an 
economic ;roject from the point of view of Hong Kong 
taxpayers. So we needed that sort of positive attitude 
And in order to try to achieve that, against the back- 
ground of some initial criticism from China, we have 
had very detailed, close discussions over a penod now of 
something like mine months since October of last year 


The discussions have involved different groups of 


people. There have been groups of Hong Kong experts 
alone, there have been joint groups between the UK and 
Hong Kong, the Foreign Secretary Mr. Douglas Hurd 
himself was involved, I've been involved myself on a 
number of occasions, and then 1n this final lap. 1 has 
involved Sir Percy Cradock, the foreign policy adviser to 
the prime minister. But there is one important point in 
all of this. Throughout that whole process, whoever the 
people involved have been, that the F.ong Kong Govern- 
ment and the Executive Council have been very closels 
involved, very closely consulted in that whole process 
We have now got this new agreement in the form of a 
memorandum of understanding which has now been 
initialed. It 1s due to be signed by the two heads of 
government, the two prime ministers, at a time when Mr 
John Major visits China. He hasn't vet given a precise 
date tor that visit, but he has said, or 1s saying about now 
in London, that he hopes to accept Prime Minister L: 
Peng’s invitation to visit China soon, and he will of 
course be visiting Hong Kong at the same time. But no 
date precisely for that yet 


You've had, I hope a chance now, an hour or so, to read 
the teat of this memorandum of understanding and I'll 
be happy to answer questions on that or any other 
matters. Sorry, just let me go on one moment before you 
put vour hands up. Could I just take up one of two points 
which to my mind, are very important in this. First of all 
its clear support from China for the airport project. Next 
there's the Chinese undertaking to give the mght sort of 
assurances to investors and potential investors. Then 
there 1s acceptance of the key elements of this project 
what we sometimes call the airport core program, or the 
ACP. in this way we always seem to use initials. Then 
there are what | would call sensible arrangements on 
government borrowing, on government guarantee debt 
and on major franchises, and major contracts which span 
1997. The agreement also deals with Chinese concerns, | 
would say. they are more wide than Chinese concerns 
because there are ours too, about the state of the fiscal 
reserves in 1997. with the objective laid down of aiming 
our financial policies so that there are at least HK$25 
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billion in the fiscal reserves in 1997. And there's a 
footnote on that point, I should add of course that that 
won't be the only reserves that Hong Kong has in July 
1997 because there will be the land funds, whatever it ts 
reached by that point, ut 1s already over 20 billion Hong 
Kong dollars, it will clearly be much more by 1997 and 
there 1s the exchange fund, which 1s also very healthy. 
And it’s worth remembering too, | think, that the new 
airport project will give the future SAR [special admin- 
iStrative region] the tremendous advantage of land sales 
in Ka: Tak, the west Kowloon reclamation, and all the 
development that will be possible on north Lantau. Then 
the agr ement makes provision for an airport authority, 
which of course was in the process of being set up, 
anyhow. with on it somebody from local person locally 
employed, sorry, locally working in the Bank of China 
group here, who, | wall be prepared to put on to the 
airport authority. And there is a consultative committee 
which will act as a sounding board for wider public 
opinion. It ll be a chance for the people to give their 
views on the project, but it’s not a decision-taking body 
and its laid down that its not to be a delay- causing body 
either. So in sum, what we have got is an agreement 
which I belneve enables us to go ahead with this project, 
with the confidence and the certainty that we had been 
looking for. | remain convinced, as | always have been, 
that this project, a new airport, 1s something which is of 
enormous importance to the future development of 
Hong Kong, enabling us to expand the economy of Hong 
Kong. enabling us to compete in the highly competitive 
world of Southeast Asia, and enabling us to play the mght 
sort of role, what most of us, I think would see as the 
right sort of role in the development of southern China 
as well. Now if I could take any questions 


(Bernard (name indistinct) from the SOUTH CHINA 
MORNING POST] Sir, when you announced the airport 
project two years ago, you suggested that Hong Kong 
should have the autonomy to make major decisions, so | 
think to some of us, the agreement reached in Bei ing 
recently seems to be a caprtulation or retrenchment of 
that autonomy that you were seeking two years ago 
(ould you expound on that please” 


[Wilson] What's important in this is it enables us to get 
ahead with this project and precisely do that, take the 
sort of decisions that we have to take and take them 
quickly. The whole of the airport core project, the airport 
core program, 1s there, its accepted that will go ahead 
We get ahead with the airport core program. There are, I 
think. sensible arrangements for additional matters, 
pomnts which are not in the airport core program, say, for 
instance, a very obvious one, if we thought it mght to 
Start building a second runway before 1997. Arrange- 
ments of that would then be agreed and arrangements for 
discussion of things like franchises, that span 1997, I 
think those are sensible arrangements 


[Adnan Brown, from TV AM] When was the agreement 
finally reached and what was your initial response when 
vou learned that” 
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[Wilson] The agreement was finally reached and in- 
tialed on the 30th of June. Before that, of course, | had 
to, I had seen what was coming as a draft form, and | was 
extremely pleased when | saw what was coming out. | 
had been hoping for an agreement which would give us 
the ability to go ahead with this project, and now we've 
POT 11. 


{Brown} One other point. Was China's agreement con- 
ditional on Mr Major's saying he would go to Peking to 
meet Li Peng. Did 1t help to smooth things along. 


{Wilson} I don’t know whether that helped to smooth 1 
along. It came out as part of the discussion that there was 
an invitation from Prime Minister Li Peng to Mr. John 
Major to go to China. What sort of psychological effect 
that had on the discussions, | don’t know 


[Brown] But did nt help, do you think? 


[Wilson] | hope it helped, I'm very pleased that Mr. 
Major 1s willing to go to China, not just to sign this 
agreement. Clearly, he 1s going to talk about much wider 
things than Hong Kong’s airport, and | think much wider 
things than just Hong Kong, and I'm pleased myself that 
it means he'll be coming to Hong Kong as well 


{Ricky Lau, from Radio Television Hong Kong (RTHK)] 
What were the major obstacles in reaching this agree- 
ment? What led to this deadlock in the past few months? 


[Wilson] Well, | prefer as a general point to look forward 
rather than backward. We spent a lot of time looking at 
things that were problems up to now, and | think many 
of them are very well known. The main concern that | 
have had all along, I think that we've had from here, is 
that if we were going to have an agreement, it should 
enable us to get ahead with the project, take the sorts of 
decisions that we needed to, and take them quickly. That 
was the key point from our point of view. We wanted to 
know that they had the authority and the ability to get 
ahead with the agreement. Now, I won't go and list all 
the things where we originally had disagreements and 
which we have now managed to solve. Because that 
would be turning, what I think 1s, a positive piece of 
news in terms of looking at all the different problems 
that one had had to face on the way to getting that. 


{Lau} But, surely you can tell us what the major prob- 
lems, the major obstacles. 


[Wilson] One of the major problems was to get exactly 
that sort of agreement that I've described, that gave us 
the confidence to get ahead with this sort of project. If we 
were going to, if we are going to launch Hong Kong on a 
massive project of this size, then we need to have the 
confidence that we can take the decisions, take them 
quickly, and get ahead with 1 


[Lau] But do you think with this agreement you'll have 
achieved that degree of confidence that you wanted in 
the first place”? 


[Wilson] Yes 


an 


[Unidentified female reporter] How is the Hong Kong 
Government implementing the memorandum reached 
by the British and the Chinese Governments? 


[Wilson] I'm sorry, | missed the bit... How is the Hong 
Kong Government going to implement...” 


{Female reporter] The memorandum, this memorandum 
reached by the.... 


[Wilson] That's a difficult question to answer. How are 
we going to implement it. We will simply umplement it as 
it 1s written down there, and we will of course fully 
implement what 1s in the memorandum. What it does 1s 
give us the ability now to get ahead with the project 
which we wanted to do all along. But of course, we will 
fully umplement the memorandum. 


[BUSINESS TIMES reporter] The agreement states that 
the Brntish Government will consult the Chinese on 
matters straddling 1997. Does that mean China will net 
have veto powers over those issues” 


[Wilson] If the point of consultation, I think I remember. 
it came up when the British Foreign Secretary was here. 
We don’t have a problem abou! consultation. It’s clearly 
something that 1s very necessary n the veto power, the 
Chinese Foreign Mumister himself. | remember quite 
recently, made the point that China is not seeking: | 
think he put it, not seeking joint administration, is not 
seeking a condominium, 1s not seeking a veto. So he 
made that very clear, and that the way in which this 
agreement is reached, | think, follows what the Chinese 
Foreign Minister said. 


[SUNDAY POST reporter, interrupting] Can you say 
something about Hong Kong's consultation or lack of 1 
in the final stage of the negotiation process. Were you 
consulted about the Sir Percy Cradock visit with the 
Executive Council [Exco], has the Executive Council 
given the text of [words indistinct] yet? 


[Wilson] I would make the pornt as a general one. | don’t 
ever go into details of what the Executive Council does 
But the general point I made ight at the beginning ts that 
whoever have been the actual players at any stage of this 
particular process, Hong Kong Government and Exco. 
the Executive Council, had been very fully involved. 
very fully consulted. And ves, indeed, | did know before 
Sir Percy Cradock went to Peking. 


[SUNDAY POST reporter] [Words indistinct] Hong 
Kong consultation in the final stage in the negotiation 


[Wilson] I think you know who was in Peking and then 
the final stages. It was Sir Percy Cradock and the new 
British ambassador in Peking, Sir Robin Maclaren 
There was no individual person from Hong Kong there. 
but we were very fully involved with what went on 


[Hugo Gurden, from THE DAILY TELEGRAPH] The 
sticking point seemed to be for a long time the principle 
of sovereignty rather than the details. If this is an 


acceptable agreement, and acceptable in terms of this 
point, of this principle of sovereignty, why did 1t take so 
long to achieve? 


[Wilson] Its very difficult to say why it took so long to 
achieve, but 11 does sometimes take a long time to get to 
a practical common-sense answer 


[Gurden] Does ut satisfy that principle of sovereignty” 


[Wilson] I don’t see any problem with 1 from the point 
of view of sovereignty on either side. | mean, 11 some- 
tumes does, 1 took people a long time to invent the 
wheel. | thunk, Dut 1t does sometimes. take a long time to 
get to the mght sort of conclusion 

[Unidentified female reporter] First, | would hike to draw 
you to the attention of points C and D in the memo- 
randum. Basically, vou just said that almost al! the key 
aspects of the top project [words indistinct). franchising 
and government borrowing, you have to consult the 
Chinese before you can go ahead. under the airport 
committee under the JLG [Sino-Bntush Joint Liaison 
Group], and we all know that the operations of JLG and 
that the Chinese side's approval 1s needed for anv. any 
issues, etc. So, no wonder China wil! have the final word 
on this project, 1s it true to say that in that case the high 
degree of autonomy as promised in the Joint Declaration 
1S nothing but antipromises [as heard] and also a second 
question, that time and again you and Executive Council 
members have stressed the need of the maintenance of 
the [word indistinct} authornty of the Hong Kong Gov- 
ernment, in this memorandum there 1s no reference to 
this maintenance of the [word indistinct] authornty of the 
Hong Kong Government, don’t you think that given that 
the Bntish Government on behalf of Hong Kong has 
accepted such a bad thing for Hong Kong’? Don’t you 
think that the top leaders in this government together 
with the Executive Council should resign” 


[Wilson] Earher, | don’t think I accept the premises of 
any part of that question at all. Let me try to pick up 
some points 


[Female reporter] What was the question, Sir David” 


[Wilson] You didn’t hear the question” I can't... It wasa 


vers. very long question 


[Female reporter] Was it a question or a statement? | 
couldn't hear 


[Wilson] Let me try to answer some of the kev. the 
important points out of that question. Autonomy for 
Hong Kong, the high degree of autonomy 1s something. 
which I beheve, 1s very important indeed. It 1s written 
down very clearly in the Jomunt Declaration. It 1s there in 
black and white. Very important that it should go on 
The provisions that are here in, you were referring to C, 
little 1, I think, for dealing with major contracts, major 
tranchises, and government-guaranteed debts which 
straddle 1997. I see as very sensible, practical arrange- 
ments. You wall see what 1s written down there. Ii 1s very 
carefully written down, that there wall be consultation on 
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these things. China says that they wall take a positive 
attitude. There 1s a trme limn. and that is a ven 
important point, as one shouldn't. one mustn't get held 
up on ail these projects so that there 1s a tame limnt of a 
month for that, and that any decision will give full weight 
to the Chinese Government's views. I think 11 1s all very 
carefully written, and 1 also says what the governing 
cmtena wall be. | don’t think this undermines the high 
degree of autonomy of the SAR at all 


[Female reporter] But don’t vou agree that ut 1s the 
business of the JLG for anything you discussed in the 
JLG requires the Chinese approval’ Refore. vou can 
actually go ahead with those things 


[Wilson] Well, the JLG 1s a body for discussing matters 
I mean, 1 doesn’t actually specifically lay down any- 
where in the JLG documents, if I remember mght. that 
you have to have a common view on anything. There are 
provisions in that particular annexe of the Jot Decila- 
ration what happens if there 1s disagreement between 
both sides. But here we have something really ven 
clearly lad down on how to deal with what is a ver 
obvious problem, isn't u”’ What vou do about major 
franchises which straddle 1997, how can the franchisees 
have, if that’s mght term, how can the perscns getting the 
franchise have the confidence that the franchise 1s going 
to go on beyond 1997. which ts crucial to him or that 
Organization as an investor, And here | think is a 
sensible. pragmatic way of dealing with that problem 


[Female reporter] So there's no difference from joint rule 
in that case” 


[Wilson] I don’t see this as being joint rule in the 
shghtest. Now, I've just quoted the Chinese foreign 
minister Om saying that not what China's secking 


[Female reporter] But. what about my second ques- 
tion...” 


[Wilson] I think I must 


[Female reporter] What about my second question, ah. 
can you just give me a bret reply” 


[Wilson] I am very sorry, could you repeat your what 
your second question was” 


[Female reporter] Given that the British Government on 
behalt of Hong Kong has accepted such a deal tor Hong 
Kong. and given that time and again you and members 
of the Executive Council have stressed the need for the 
maintenance of [word indistinct] authort, by the Hong 
Kong Government. Don’t you think that 1s mght for you 
I mean top leaders in this government responsible for 
PADS [Port and Airport Development Strategs| and 
Exco members to resign” 


[Wilson] The answer is no. | do not think this ts a bad 
deal. | think this 1s a good deal tor Hong Kong. This is 
the sort of arrangement that we have been seeking over 
many months ©.. sometimes very difficult discussion 


and | am pleased to see this particular result 
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[John Elhot. of the FINANCIAL TIMES] Throughout 
most of last year this 2overnment, your government was 
resisting approaches from China to discuss and consult 
on the airport and give them the sort of deal they have 
been given this week. Do you regret that approach” Do 
you think that the deal. that the airport could have gone 
ahead earlher and more comfortably if you hadn't 
resisted those approaches’ And secondly. screly this 1s 
joint government, if you are gorng to be held up with 
talks about all these different projects and franchise. 
That surely wall become jot government as as you 
approach 1997. 


[Wilson] I don’t think that tus holds us up at all. | think 
one of the rmportant things about this rs that it enables 
us to get ahead and get ahead with the sort of speed that 
iS mecessars. because we have all the key Dats of the 
airport project. which are there accented by both sides as 
berng essential for the airport to get ahead wath i. those 
don’t require f\. ther consultation. There 1s a provision 
and this will apps later down the road to what vou do 
about major franchises. major contracts if they straddle 
1997. Also a provision for dealing with those quickly. So 
I don’t see that that’s e:mher jomt government, joint 
administration, or that its going to hold us up. The first 
part of your question, the world is full of 20-20 hindsight 
experts. if only vou hadn't started from here. you might 
be oun a different position. We hit problems on this 
airport project, which we had not frankly, expected. We 
hadn't expected to get a critical stance from China. It's 
quite clear that when that happened. as | was saying 
earher, that it created a situation where if we didn’t get a 
more positive view from China, it was gomng to affect the 
attitude of private sector investors and therefore the 
whole framework for the project. And we have as a result 
of that. been in very close, detailed discussion, consulta- 
non if you hke, wit China over many, many months 
now it’s taken us many months of hard work to get to the 


pornt we ve now got a good agreement to go ahead. 


[Elhot] The inference of the whole agreement and with 
the paragraph at the end 1s that all the things in here will 
also apply to other major decisions which straddle 1997. 
Could you elaborate on what mght China wall have, as a 
spinoff of this agreement. to get that sort of consultation, 
and that sort of near agreement veto power, on other 
issues and surely this Goes become joint government” 


[Wilson] There 1s no veto power written into this partic- 
ular agreement. This particular agreement also relates 
specifically to the airport. I think that, that 1s put there in 
the heading to ut and all the detail of 1. The one point I 
suppose which 1s not strictly airport alone is direct 
government det. because clearly that 1s not airport, 
specifically airport related. It doesn't deal with wider 
questions. We do. | think, have a lot of wider questions 
that we've got to deal with now. We've not just got the 
airport as a Major project, we've got other things where 
we will have to have the mght sort of discussions and 
consultations with China. And we'll have to work out 
how to do these. Here we have one very big project. a 
sensile and pragmatic way of dealing with that proyect 


If we get ahead with this and 1 works successfully. then 
this 1s a basis for cooperation which helps on other 
things. 


[Claudia Mo. of AGENCE FRANCE PRESSE) After 
reading the memorandum, I'm sure many people may 
conclude, or will conclude, that the Bntsh have bowed 
to pressure from China | mean provisions hke any 
Zecrssons wil give full weight to the Chinese Govern- 
ment’s views. Many people will find that off puttung. Do 
you think that’s bad for confidence” 


[Wilson] I would have thought that this agreement would 
be very good for confidence, certainly it ought to be very 
good for confidence. because here 1s a major project for 
the long-term benefit of Hong Kong where. we have been 
stalled for some tume. and «¢ were close to a situation in 
whech, as I sand when | was in London when I came back. 
if we couldn't get the mght sort of agreement. a workable. 
practical agreement. the project was gorng to shp. We're 
now out of that situation. We have, what I see. as a good 
workable agreement which enables us to get ahead | 
think that’s that’s good for confidence. 


[Wilson Wong. of Television Broadcasts Limited (TV B) 
News] Three short questions’ Number one. are we 
behind scheduke of January ist 1997. six months. 
according to thrs memorandum. six months behind” 


[Wilson] We are not six months behind. We have had 
some slight slippage. as | said just to the last question, to 
Claudia Mo's question. That if we didn’t get the mght 
sort of agreement. there was going to be some slippage 
Our orginal schedule for varous things. as | think 
everybody knows, we had been planning to go out to 
tender on the Chingma Bridge. the Lantau fixed 
crossing. by the end of June Well, we haven't quite made 
that. so there rs some very slight shppage there. We'll 
now be looking at the overall program to see what 1s Dest. 
because you've got to balance between trying to ect 
ahead as quickly as possible because we need the new 
airport as quickly as we can, and domng it as economically 
as possible. You can sometimes achieve speed but at a 
cost, and so we have to balance those out and try to get 
the mght sort of tumetable. Question Two” 


[Wong} The core project in this annex, this project will 
be decided by the airport committee. Which by which on 
the compamies” [as heard] 


[Wilson] No, those core projects don't get decided by the 
airport committee. Those core projects are agreed as 
berng projects associated with the airport which should 
go ahead without further discussion 


{Wong} So Chek Lap Kok 1s the agreed site for the new 
airport” 


[Wilson] I thank that if, if vou put nt, what rs the Chinese 
attitude, they would say that that's a decision for the 
Hong Kong Government. but those airport core projects 
quite clearly relate to one partocular site 


{Wong} So the final one ts that: Do you fee! easy that the 
final part of negotiations were he id between only Bntrsh 
side and Chinese side without any imput from Hong 
Kong. and the agreement was reached. Do you feel easy” 


[Wilson} What ts umportant to me 1s, if I put it hke thas. 
is the message not the messenger, it's what 1s inmaled. 
and not who holds the pen dorng 1. I sand earher that we 
were very closely involved in the whol process, so | have 
no hesitatoms about that at all 


[Wung] So you don’t think the present administration in 
future woll be. in any way, undermined by the memo- 
randum” 


[Wilson] No, I don’t. No. 


(Name indistinct), from the BBC] Sir David, looking 
back over the past nine months, indeed your whole 
career in dealing with China. what lessons would vou 
think you've learned about negotiating with China’ 


[Wilson] Maybe when I've got the answer to that | shall 
write a book on 1t. Several people have. Before | write the 
book and | don’t want to lose the copymght on 1. | think 
one needs a lot of patience, very very careful explanation 
of what 1s involved. And | thonk it’s, it’s a good question 
in a way, because we've got to learn that particular lesson 
over the ment six years, becouse we have not just got the 
airport project in the next six years, we have got a lot of 
other things that we have got to establish a pattern of 
cooperation on. And | hope that now we can expand 
ways of dealing with China, cooperation, more contacts 
with China. Over the next six vears, we need to do that. 


[BBC reporter] What about the mustrust, that a lot of 
your officials and people in the Hong Kong Government 
have spoken about over the past few months’ How do 
you got md of the mistrust between Britain and China” 


[Wilson] | remember when | was talking to Foresgn 
Correspondents Club recently, saying that | thought one 
of our problems was that, 1. was mistrust and mythology 
on both sides. and when we both had myths about the 
other which create great difficulties, huge hurdles to get 
over. | think. again, one needs great patience, consistent 
efforts to try to establish better contact that we have to 
explain very carefully the sort of things we're doing. the 
sort of socrety Hong Kong ts. the way it operates. 
Sometimes to us it’s, it's self-evident, vou know, you face 
a problem and tt 1s quite obvious what the solution 1s, it's 
Quite obvious you've got to take a decision next week 
Those things don't look so obvious in Peking. Similarly. 
I think on the Chinese side, of af they are going to make 
the success of the future of Hong Kong, which I'm sure 
they want to, they have got to do a lot of that patent 
learning and understanding. more people coming here 
and understanding how this, this very unique society 
operates, because we're not ‘tke the rest of China 


[Unidentified reporter} What, what's the next problem” 
[Wilson) Oh. I don't know what the next problem is 


FBIS-CHE-91-158 
12 July 1991 


[Stephen Leung. of the HONG KONG ECONOMIC 
JOURNAL] Sur David. could vou assure us there 1s no 
secret deal or other undisclosed terms and condituons 
apart trom what rs stated in this memorandum between 
the two sides” 


{Wilson} Yes. I can 


fLeung}) Will this memorandum be the mode! for 
resolving other rssues which straddle 1997 un the comung 
SIA years” 


[Wilson} That. that | don’t know. There may bats of thas, 
the ways in which consultation ts to operate. the quick 
responses are required. Decisions. when thes are taken 
here. take account to Chinese use those sorts of thongs 
may act as a mode! for other major matters whaich 
straddle 1997. But | would douwlt very much myself 
whether we will go through a whole senes of memoranda 
on different tems. That. that would be very time con- 
suming business. 


[Leung] Do vou think this ts an extension of the Jort 
Declaration of 19384" 


[Wilson] As an extension of the Jount Declaration” No. | 
don't thonk ot 1s an extension of the Jomt Declaration. It 
fits withen what's on the Jount Declaranon 


[Megan (words indistinct) Radio} Can you tell what 
caused the Dreakthrough” Who gave way on what issues 
at the last minute to make this happen” 


[Wilson] Well. I thunk both sides had realized that unless 
we were going to get am agreement on this. the airport 
Project was going to ship. And. there was a need to try to 
get a sensidle agreement. But | am not goung to list what 
the final sort of pounts of issue were. But | thonk there 
was a common understanding that Hong Kong does need 
this mew airport promct. and we needed a sensidlic 
arraagement to get ahead with it 


[Megan] But isn't «t more on Hong Kong and Britain's 
mterests to get the arr . goung and than was in 
China's’ 


[Wilson] it depends on what vou call Chona’s interests. | 
mean. | myself would sav it ss very much mm Chona’s 
mmterests that thes airport should go ahead if, 1f China 
wants to see a prosperous Hong Kong after 1997. which 
1 am sure t does, and if the development of Southern 
China 1s something of umportance to the Chinese lead- 
ership. and | am sure it 1s. then this airport 1s something 
very important to China as well as to us. Indeed the 
benefit. and the real benefit of this, comes to the post- 
199" Hong Kong 


fOsbert Awan, of the ORIENTAL DAILY NEWS) Item 
E of the memorandum. HK$25 bilhon as the level of the 
fiscal reserve has been mentioned. And so. would there 
be any channel! of, say. submitting a financial report or 
record to the PRC Government to ensure the Chinese 
Government that our fiscal reserve will not go below that 
level’ 
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[Wilson) No, there ts nothing hke that in the meme 
randum. 20. 


(Steve (word indistrvct) from THE WALL SREET 
JOURNAL) I have two Quesmons, vou want them one at 
a ume or...” 


{Wilson} Uniess thes are closely lanked and sample 


[Neve] OK, Ill give them to vou one at a me. Nw an 
agreement has been initialed. are vou at bderts to say wher 
the fined crossing project wall be put out to tender ” 


[Wilson] The fined Ordge. vou mest the Chingma 
Bruge” 


[THE WALL STREET JOURNAL rerorter] Whee wll 
that be gong out to teader ” 


[Wulson} We wall be goung ahead with that as soon as we 
can. For that we need first of all to go to the finance 
commuttee of the Legislatwe Council, and the plan 1s to 
do that. I thonk. within the next couple of weeks oF so 


[THE WALL STREET JOURNAL reporter) And. for. 
give me, this has already been asked You mentored 
today that vou have no prodlem with consultation with 
China. If that’s the case. why didn’t vou take this up wath 
them before vou made the announcement in November 
of 1988" 


[Wilson] When. when we first amnounced this in Octoder 
of 1989_ we had Dnefed the Chomese before that. At that 
particular tome. we had no reason to deheve that it was 
going to create any prodiems. Its sance decome clear. | 
sand this ts in answer to an earher Question that Chinese 
crticism of the project was gomng to affect the way io 
which the private sector would or would not invest om the 
project, or the sort of premium, of vou can put tt hke that. 


the premium that they moght put on their investment if 


there was umecertainty. And that’s why u's deen wo 
necessary to get a positive attitude from China 


[THE WALL STREET JOURNAL reporter) So they 
were Dnefed on the magnitude and the proumity of the 
project before vou made the announcement” 


{Wilson} They were dDnefed on the. on what we were 
doung in developing the project. It was. it's not just a 
Question of bnefing China, I don’t know if you were here 
at that particular tome, it was massively covered im the 
press here from 1988 onward what we were doung And. 
as | say. we had no reason to beheve that this was gong 
to Cause any particular protiem 


[Loursa Tam, Hong Kong Commercial Radio} Sor David. 
we all know the main stumDiong Mock has always deen 
that China wants to have a say on all matters that go 
bevond 1997. But if vou read page four. paragraph G. ut 
looks hke that there has been, already deen a compro- 
mise by the UK Government to go and inform the 
Chinese Government twice a year on matters of mutual! 
concern. Does that mean im those meetings. the UK 


Government well Rave w get approval on all those 
matters that well go bwwond 198" Has Mere Deer a 
compromuse on that Chena wel! Rave 3 say oe all matters 
that go Devond | Y87" 


[Wulson} No. all that has Deer agreed ss Bere. on that 
Dicce of paper in front of vou, nothing »= addhheor to that 
at all. The wea ©< meeteag tence a year was we fact pul 
torward Oy the Brush Forege Seeretan. Mr Douglas 
turd. when he veseted Choma carher Utes veay As a way 
of trvong to make sure that Cooperaher was wntensiied 
durmg ths pemod up to [887 and that there was 2 way 
of dealing wrth wssues at 2 Rogh level of that scents to be 
merssan And un a samolar sort of way Me prov mon that 
t should meet regulariy wath Mr. Lue Poeg ws sw that we 
cam try to won ovat any dhfficulhes. It ss met not just on 
the anrport. And also have a means of discussamg things 
on a more reguiur Oasis than that we have had up to now 


[Tam] So can vou promuse at thes pount that dumng Dose 
meetings twice 2 year, ere wor t De any scoret deals of 
amy thong that well give Choma 2 say on all matters that go 
bevond 1987" 


[Woulson) Ob. what lL what | can tell vou absolutely os that 
all that has Deen agreed ts here on this mMemoranesm of 
understanding whack vou Ve got on front of sou. Nothing 
elise has Deen agreed to that | cant tell vow ob vwusly 
what's goung to happen un ever meeting Oetwecee here 
and 18s" 


[Chrstaa Chow, from Radho Hong Kong) Ser Daved, 
although vou say that the memorandum doesnt give any 
veto power to the CRomese ade. the memorandum does 
say that any dectwon will give full weight to the Chinese 
Government's will What happens if the airpert com- 
mittee Ccammot reach an agreement within one month's 
tome on the granting of contracts and guarantees, etc” 


|Witson) Well, I hope that «t always well, | mean I'll hike 
t© look OF the Positive. mot the negatewe sade. that ut 
always will manage to reach an agreement om that short 
tome scale. It t doesn't. | mean t's wntten down om that 
memorandum that any decison taken wll give full 
weight to the views of the CRomese ude And then, the 
MEAL sentence after that. about what ss umpertant im a 
tramchise 


(Chow) Does thes mean that the Chonese have the final 
Say un these matters then” 


[Wilson) There es no, as | have sand carher, there us no 
veto written into this 


[Sheung Kan. from MING PAO DAILY NEWS) Sor 
David, when the Hong Kong Government first put 
torward ths airport project. the government intended 
mot to consult the Chinese Government. Dut until the 
Chinese Government [word oundistinct] diaagreement, 
and then we encounter a lot of difficulties on the negotr- 
ations between the two ades. And. Sor, do vow clanm that 
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is actually doing the talking that’s importaut. Also, the 
very close involvement of Hong Kong which took place 
throughout that final stage. 


[(name indistinct), from HONG KONG ECONOMIC 
JOURNAL] Sir David, I have two questions. My first 
question is about the role of the Bank of China. Can you 
elaborate more, what is the role of the Bank of China in 
the future, when comparing with Hongkong Bank and 
Chartered Bank [words indistinct]? That is my first 
question. 


[Wilson] In this agreement, let me deal with the agree- 
ment first, there are two elements which involve the 
Bank of China. One is that, I have said that I am willing 
to appoint onto the airport authority somebody from the 
Bank of China group employed here locally in Hong 
Kong. That's the Bank of China group either Bank of 
China, or one of the what is sometimes called sister 
banks. Then, there is the provision that the Bank of 
China, will be willing to take part in syndicating loans 
and that sort of thing, which will give, I think, a measure 
of confidence to other bankers. Your broader question, 
much much harder to answer and I don’t think I can 
produce an answer for that. We've got two banks, that 
you're referring to, the Bank of China, Hongkong and 
Shanghai Bank, both very very big in Hong Kong. Both, 
will, I think, go on playing a major role in the Hong Kong 
economy. But the actual balance between them, | 
couldn't guess at that. 


[HONG KONG ECONOMIC JOURNAL reporter] This 
afternoon your facial expression is quite joyful. 
[laughter] Do you consider this memorandum a success 
or failure of your future in relation to your terms of 
service? 


[Wilson] This involves the other questions. I don’t see it 
in personal terms at all. I do think that this is a good 
agreement for Hong Kong. I have been anxious that 
Hong Kong should get on with building an airport, so 
that we build up the place for the long-term future, and 
as I said earlier, I think that the benefit is to come after 
1997, more than before. So I have been keen that we 
should go ahead. I am pleased that we are now able to get 
a sensible and practical agreement to do it. If that makes 
my facial expression look joyful, good. Have your last 
point, please. 


[HONG KONG ECONOMIC JOURNAL reporter] Do 
you consider this memorandum as an emotional! support 
for your personal administration of the Hong Kong 
government, especially for the senior staff? 


[Wilson] I don’t see it in personal terms at all. I see it as 
something which matters for Hong Kong as a whole. I 
don’t see as personal ...how its affects me. It is not a 
matter of concern to me, but how it affects Hong Kong. 


[S.Y. Yu, from the HONGKONG STANDARD] I have 
a relatively simple question for you. What is the purpose 
of appointing a vice-chairman to the airport authority? 
Would it be a candidate favored by the Chinese side? 


[Wilson] There is nothing laid down about who that 
candidate should be. Nothing about that at all. It just has 
the possibility of a vice-chairman at some point in about 
two years time. That may...it may be necessary to have a 
vice-chairman, we don’t actually know at the moment. 
And it may be possible that a vice-chairmansnip would 
provide for continuity. But there is nothing laid down 
about who that person should be. 


[Yu] What is the purpose of appointing such a person? 


[Wilson] It just allows for a different structure in the 
airport authority. At the moment, the way the provin- 
sional airport authority is set up it does not have a 
vice-chairman. It means the airport authority can have a 
vice-chairman. Precisely what that vice chairman will do 
that...that remains to be looked at. 


[Yu] Is this the point that the Chinese side has insisted 
along that since this vice-chairman should take a role, it 
is bringing some kind of veto power from the Chinese 
side. Is that the purpose of it? 


[Wilson] I did say earlier that I wouldn't go through 
points which had been differences, and which have now 
been resolved. But you will see that there 1s nothing 
written down there, absolutely nothing about a veto 
power, or any particular role for a vice-chairman, or 
indeed who that vice-chairman should be. 


{Name indistinct] We are now having a subcommittee 
under the JLG that is dealing with the airport program. 
It leads me think that we may have another subcom- 
mittee under the JLG which deals with the housing 
program, or the development of the medical service, or 
other major development programs. Do you think that 
this will happen in the future? And do you agree that 
airport problem is a domestic problems, something 
which is concerned with domestic affairs, not an affair 
dealing between British and Chinese diplomatic channel. 


{Wison] I don’t expect there to be subcommittees set up 
to deal with the whole range of things. As I said earlier, 
the airport was a particular sort of animal which there- 
fore needed to be dealt with in a particular sort of way. 
And we all know that we hit particular difficulties on the 
airport. So, we have got to find way for dealing with 
those. This is a sensible way of dealing with it. It doesn’t 
mean that on every major area of policy, there will be 
any need for subcommittees. It is also perhaps important 
to point out that the Joint Liaison Group 1s specificially 
laid down as being an organ for liaison. It is not...1n the 
wording of the joint liaison...it is not an organ for power. 
It is only an organization for liaison purposes. So your 
other point was that, should it be dealt with through 
diplomatic channels? When we hit that sort of problem 
that we have hit on the airport, it did raise it to the 
diplomatic level, and for a period of time this was 
covering things spreading over the things not simply 
related to the airport. So all efforts have to be mobilized 
to deal with that particular problem, and that included 
dealing with it on an diplomatic level. | look at it very 
pragmatically. If you face a problem: if it does get raised 


to that sort of level, if it expands outward beyond what 1s 
our immediate scope in Hong Kong. then you have got to 
find a way of dealing with it. And what 1s important is 
that it is dealt with. 


{Name indistinct] We are concerned with interpreting 
the word “consultation.”’ What is the idea of consulta- 
tion? Idea between who has the power to consult, who 1s 
being consulted? [question as jicard] 


[Wilson] The idea of consultation, I think, as | said 
earlier there 1s no problem with the idea of consultation. 
There is a potential problem if that implies some sort of 
a veto power. I think that is a point which | remember 
the British foreign secretary going into at some length 
when he was here earlier in the year. 


{Name indistinct. from the HONG KONG ECONOMIC 
TIMES] In the memorandum, it said that the airport 
authority ordinance is modeled on the MTR [Mass 
Transit Railway] ordinance. Why is 1t necessary for that? 


[Wilson] That was just to explain to the Chinese side 
what sort of an ordinance it was going to be. It will b- 
very close to the MTR ordinance. That 1s the only reason 
for that. 


[HONG KONG ECONOMIC TIMES reporter] Why is 
it modelled on the MTR, but not any other ordinance? 


[Wilson] It 1s a very similar operation to the MTR if you 
think about 11. The MTR being built under a board as 1t 
were...1S set up specially for that purpose. The airport 
authority will be very similar indeed for a major project 
to manage. And it will be set up in very much the same 
way as the MTR was eventually set up, because there 
were various earlier experiments on how to run the 
MTR, and eventually the present system, the MTR 
ordinance was adopted, and we'll be doing a similar 
thing with the airport authority. 


[HONG KONG ECONOMIC TIMES reporter] Second, 
about the consultative committee on the airport. The 
memorandum says that it has no decisionmaking power 
unless the board delays progress of the project. What 1s 
the meaning of establishing such consultative com- 
mittee? 


[Wilson] I call it something like a sounding board for a 
widespread of opinions. It'll be a chance for people to 
express views on the airport, and projects directly related 
to the airport. But very important indeed that that 
doesn't become the body which takes decision, that’s the 
Airport Authority that takes decision. Very important 
indeed that that whole process of people expressing their 
views shouldn't just be a brake on something which ts 
very important for Hong Kong. It shouldn't delay the 
whole process. It will, I think, also be a very useful way 
in which we can get out more information on the airport 
project. There will be a lot of people who have called for 
more information on the project. In many ways we've 
got both too much and too little information, as I say, 
mass of documentation on the airport. But it’s not boiled 
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down into a form which 1s easily abosorbed by ordinary 
people. and we are going to have to make more effort on 
that. The consultative committee mat well turn out to be 
a good way of disseminating more information about the 


airport. 


Thank you very much! 


XINHUA Reports Reaction to Miemorandum 


Hong Kong People Hail News 


OW 0407234091 Beijing XINHUA in Enelish 
1429 GMT 4 Jul 91 


[Text] Hong Kong, July 4 (XINHUA}—People from all 
walks of life in Hong Kong today hailed the initiation of 
the Sino-British memorandum of understanding on the 
construction of the new airport in Hong Kong. 


They shared their views that this is a major good event to 
the both sides of China and Britain as well as Hong 
Kong. 


Local newspapers “TA KUNG PAO” and “WEN WEI 
PO” separately issued extra special editions following 
the news on the initiation of the memorandum of 
understanding was announced here this afternoon. 


Both radio and television stations broadcast or televised 
live the content of the memorandum and the background 
on the construction of the new airport in Hong Kong. 
instead of their usual programs. 


Hong Kong Governor Sir David Wilson held a press 
conference here this afternoon, saying: ““What we have 
got is an agreement which I believe enables us to go 
ahead with this project with the confidence and the 
certainty that we've been looking for.” 


He said he remained convinced that this project, a new 
airport, 1s something which is of enormous importance 
to the future development of Hong Kong. 


It “enables us to expand the economy of Hong Kong”. to 
“compete in a highly competitive world of South-East 
Asia’, and to “play the right sort of role” in the devel- 
opment of southern China as well, he added. 


Some members of the Legislative Council, industrialists 
and experts all described the initiated memorandum of 
understanding as a good agreement. 


Incentive by this good news, [as recieved] the Hong 
Kong stock market closed higher today 1n active trading. 
Turnover amounted to 2.6 billion H.K. dollars (333 
million U.S. dollars), nearly one billion H.K. dollars (128 
million U.S. dollars) more than that of yesterday. 


The Hang Seng Index, the market's key indicator of blue 
chips, gained 54 points, closing at 3.850. 
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Business Leaders’ Praise 
OW}OS 072491 Beying XINHUA in English 
SS3 GMT 5S Jul 91 


Text) Hong Kong, July 5 (XINHUA} —Leading bus- 
ness figures in Hong Kong hailed the initiation of the 
Sino-British memorandum of understanding on con- 
strucuon of a new airport in Hong Kong as a historic step 
forward in relations between Hong Kong and the Chi- 
nese mainiand. 


Vincent Lo, chairman of the Hong Kong General 
(hamber of Commerce, said the airport agreement was 
“an imporiant milestone which will promote certainty 
and business confidence and bodes well for the resolu- 
tion of future issues.” 


Nigel Rich, managing director of one of the leading 
hongs in Hong Kong, Jardine Matheson, said the deal 
“takes us forward in evolving a relationship with China 
for the long term stability of Hong Kong.” 


The deal was positive for overall business confidence 
and would lead to a reappraisal of Hong Kong by 
international bankers and investors, he added. 


He expressed the belief that Hong Kong people would 
enjoS greater opportunities as a result of economic 
stimulation from the pads projects. 


“It is marvellous news for Hong Kong,” said Lord Young 
ot Gratfham, chairman of both cable and wireless and 
Hong Kong's biggest public company, Hong Kong Tele- 
com 


He said it shows Being recognizes the economic impor- 
tance of Hong Kong to the Chinese mainland. Now that 
this is settled all the other issues between now and 1997 
will be far more simply dealt with. 


David Chiu Tatcheong, chief executive of Far East 
Consortium, said the initiation of the memorandum 
between the Chinese and British Governments would lift 
the property market, particularly the luxury residential 


sector 


“It will bring the price of high class residential space 
back to its historic premium to the medium quality 
market.” he said 


Raymond Kwok Ping-luen, vice-chairman and managing 
director of Sun Hung Kai Properties, said: “It’s very 
encouraging to learn about the airport agreement which 
signifies a full recovery of the Sino- British friendly 
relationship.” 


The agreement would attract more foreign capital and 
solidify Hong Kong's role as an international economic 
and monetary center, he said 
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Chambers of Commerce Welcome 


OW 0607015391 Beyine XINHUA in Enelish 
2337 GMT § Jul 91 


[Text] Hong Kong. July 6 (XINHUA}—Both the Chi- 
nese and American Chambers of Commerce in Hong 
Kong on Friday welcomed the initiation of the memo- 
randum of understanding [MOU] concerning the con- 
struction of the new airport here. 


At its ninth meeting for the board of directors of the 
Chinese General Chamber of Commerce held here 
Friday. participants agreed that the airport memo- 
randum indicates a new step forward in China-Britain 
cooperation on the basis of their joint declaration on the 
question of Hong Kong. 


They noted that the two sides finally have reached a 
consensus in the spirit of mutual accomodation and 
cooperation despite some difficulties 


This will not only provide a powerful guarantee for the 
construction of the new airport. but also lay a real 
foundation for friendly cooperation between the two 
countries during the latter transition period of Hong 
Kong. they believed. 


It is no doubt of positive significance to boosting inves- 
tors’ confidence and to Hong Kong's future economic 
development as well. they added. 


The American Chamber of Commerce in Hong Kong 
also welcorned the initiation of the airport memorandum 
and related questions by the Chinese and British Gov- 
ernments as a major step forward in resolving the 
impasse of the previous months. 


“It is particularly noteworthy that the agreement jointly 
reached on proceeding with the construction of the Chek 
Lap Kok Airport marks the mutual commitment to the 
long-term prosperity and stability of Hong Kong”, the 
American Chamber of Commerce said in a release today. 


“This 1s a definite boost to business confidence, an 
essential ingredient which has enabled American busi- 
nesses to thrive in Hong Kong”. the chamber said. 


Hong Kong businesses too will continue to prosper as 
long as Hong Kong retains its identity as a vibrant 
international! business and financial center, the Amer- 
ican chamber said 


British Vledia Positive 


OW 0607042791 Beivine XINHUA in Enelish 
0218 GMT 6 Jul Yl 


[Text] London, July 5 (XINHUA}~—British media has 
reacted positively on the Sino-British accord on a new 
airport for Hong Kong 


THE INDEPENDENT newspaper said on Friday that 
the agreement “1s good news” for Hong Kong. Britain 
and China 


i4 


“It contains something for everyone,” the paper said. “It 
marks a return to relatively harmonious relations 
between Britain and Peking.” 


After nine months of consultation, Britain and China on 
Thursday agreed to build a new airport in Hong Kong. 


British Prime Minister John Major welcomed the news 
and hoped to visit China later this year to officially sign 
the agreement—Memorandum of Understanding Con- 
cerning the Construction of the New Airport in Hong 
Kong and Related Questions. 


THE TIMES said Major's trip to China will represent “a 
preference for pragmatism” in dealing with the issue of 
Hong Kong. “America and other European countries 
recognize Britain's special need to keep up relations with 
Peking.” 


THE GUARDIAN said, “The joint statement issued 
yesterday 1s a very remarkable document.” 


The British and Chinese Governments issued a joint 
Statement relating the release of the memorandum, 
Stressing the willingness of the two governments “to 
deepen their cooperation over Hong Kong” on the basis 
of the 1984 Sino-British joint declaration. 


THE GUARDIAN said, “The agreement will encourage 
hesitant investors and at least provide something very 
substantial to be getting on with.” 


Calling the accord “a second joint declaration”, the 
papers said “it defines the relationship from now until 
1997." 


THE FINANCIAL TIMES said in a major editorial, 
“given improved communication between London, 
Hong Kong and Beijing, the years between now and 1997 
can be profitably used for the benefit of everyone 
involved.” 


Hong Kong Media Reportage on Airport Issue 


UK ‘Gets Its Way’ 
HKOS07071091 Hong Kong WEN WEI PO in Chinese 
5S Jul 91 p 15 


[Article by Chen Chien (7115 1017): “British Side Makes 
Concessions in Appearance But Gets Its Way in Fact”) 


[Text] China and Britain have reached an agreement on 
the new Hong Kong airport project. As revealed, there 
has been no substantial revision of the new airport 
construction plan—the site remains to be Chek Lap Kok 
and the scale remains the same. The reason this Memo- 
randum of Understanding was finally concluded after 
months-long negotiations and the Chinese side's 
endorsement was secured is, in the final analysis, 
because the British side accepted some opinions of the 
Chinese side, and agreed to set up an airport committee 
under the Sino-British Joint Liaison Group so the Chi- 
nese side can take part in discussions On some important 
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matters, and to keep not less than HK$25 billion [Hong 
Kong dollars} as financial reserves for the Special 
Administrative Region [SAR] Government. 


British Side Accepts Chinese Side’s Opinions 


On the surface, it seems that the British side has given up 
the principle of ‘no interference” that the British Hong 
Kong Government had always been insisting on: 
whereas the Chinese side has won its British counter- 
part's compromise in the negotiations. However, 
reviewing the whole process of the negotiations on the 
new airport project, one can see the British side has 
achieved its target at last and gained some great political 
and economic benefits. 


The Chek Lap Kok airport project proposed by the Hong 
Kong Government in 1989 is a grandiose, expensive 
project which is not in keeping with Hong Kong's 
Strategic interests. In response to this airport proposal a 
year later, the Chinese side emphasized that the plan 
should require less investment but ensure high returns, 
and should not leave any burden on the SAR govern- 
ment. The principles held by the two sides were hardly 
compatible with each other. As we have pointed out, the 
selection of Chek Lap Kok as the construction site 
determines, from a macroscopic perspective, the scale 
and returns of the airport project; the British Hong Kong 
Government's final aim was to have the Chinese side 
endorsing this project at the conference table. This was 
not easy to achieve, but it has now been achieved. 


Attempt To Divert Public's Attention During 
Negotiations 

The key to the British Hong Kong Government's success 
lay in its thorough understanding of the psychology of 
the Hong Kong people and the Chinese side. In this 
connection it succeeded in diverting the public's atten- 
tion. The key factor of the new airport project should 
have been that of economic returns, which was exactly 
the reason why it was difficult for the Chek Lap Kok 
project to gain approval. However, from the very begin- 
ning of the negotiations, the British Hong Kong Govern- 
ment continued to hint that the Chinese side was 
intending to “intervene in Hong Kong affairs ahead of 
schedule” and was asking for “condominium” over 
Hong Kong. This message was conveyed to the public 
through the mass media, thus inciting many people to 
give support to the British Hong Kong Government's 
plan without hesitation. 


Chinese Side Showed Sincerity in Making Concession 
in Beginning 

The Chinese side reiterated time and again that it was 
not “intervening” and had no intention of “intervening” 
in Hong Kong's affairs “ahead of schedule.” The Chi- 
nese side's reiteration showed that they themselves had 
noticed the influence of the message and their attitude 
had been affected by it. Also, they agreed that there 1s a 
need for a new airport and the project needs to be started 
soon. As the Chinese side claimed, it turned out that they 
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made major concessions on their part at the conference 
table, and finally they had to declare that they would not 
meddle in the making of any concrete decisions, 
including the selection of the site for the project, but 
asked only to fix a principle that will allow the Chinese 
side tO participate in consultation and will ensure a fixed 
amount of fiscal reserves. 


In fact, by that stage the British side was certain it would 
win, since consulting with the Chinese side was a justi- 
fied demand and was in fact a principle that had long 
been practiced; while the fixed amount of fiscal reserves, 
which would not be very high, actually could “be pooled 
from among the public.” So, the agreement was ready to 
be concluded. However, during the next to the last round 
of negotiations, the British side unexpectedly regressed 
from what had been agreed to during the previous round 
of negotiations; the Chinese side was quite perplexed. 
Now it 1s believed that this was probably because the 
British side still needed time to iron out internal contro- 
versies and make necessary preparations at that 
moment. 


Hong Kong Governor Hurt But Now Compensated 


In view of its fundamental political and economic con- 
cerns, the British side should be quite clear that 11 needs 
to be on good terms and cooperate with the Chinese s de; 
and once the green light was given to the Chek Lap Kok 
airport project, other things would be unimportant. 
However, out of their needs at the conference table, the 
British Hong Kong Government did assume a posture 
confronting the Chinese side, emphasizing the necessity 
of maintaining its effective rule over the territory. 
During this process, Hong Kong Government officials 
and their subordinates acted as the vanguards. Now that 
the agreement has been reached and the Chinese side's 
request for active involvement is accepted, these van- 
guards are of course not quite happy, and they need an 
out. The Hong Kong governor as the key figure has been 
facing the greatest pressure. However, it 1s obvious that 
he was mentally prepared for this when he recently 
returned to Britain for consultations. He was especially 
received by Her Majesty the Queen, which signified a 
compensation for his work. 


Fostering Friendly Atmosphere Between China, Britain 


We did say before that British interests lie in the erecting 
of a monument to the memory of their deeds before their 
departure from Hong Kong, at the expense of the fiscal 
reserves accumulated during their rule over the territory: 
in the starting of a mammoth project which will enable 
them to secure interests on an international scale, and in 
the construction of an airport that will be in line with the 
West's strategic consideration. In substance, such con- 
siderations are not weakened substantively in the final 
agreement, while the so-called consultations with the 
Chinese side do not harm their overall interests. 


The only compromise by the British side is that the 
Chinese side 1s allowed to have a real say in the project 


This would possibly arouse criticism from some people. 
But, as I have pointed out above, the Chinese side's 
involvement is absolutely justified and has no harm to 
the Hong Kong Government's authority at all. In fact, 
the British side may win Hong Kong people's sympathy 
since they have finally managed to reach an agreement 
with the Chinese side despite many artificially imposed 
obstacles. The settlement of the issue will help create a 
fnendly atmosphere between China and Britain. British 
Prime Minister John Major's accepting at this moment 
the invitation to visit China with an immense potential 
market and an increasing importance in international 
affairs would even be a gratifying thing for him as the 
Conservative Party chief who 1s facing strong pressure 
from within the party. 


Cooperative Relations of Utmost Importance 


The Chinese side has been working in real earnest to 
safeguard Hong Kong's interests, and their clear-cut 
position is finally appreciated by the Hong Kong people. 
However, the major compromise they made at the begin- 
ning of the negotiations—no intervention in the selec- 
tion of the site for the proyect—has landed Hong Kong in 
a position ready to accept a new airport which will 
involve huge investment but uncertain returns. Of 
course, viewed from a higher plane, the Chinese side's 
choice served to demonstrate their trust in the British 
Hong Kong Government and, in substance, will win the 
latter's cooperation during the transitional period. To be 
sure, the new airport's economic returns are important 
to Hong Kong; but, after all, the British side's coopera- 
tion must not be ignored. 


‘Historic Achievement’ 


HKO0S07045791 Hong Kong TA KUNG PAO 
in Chinese 5 Jul 91 p 2 


[Editonal: “Another Historic Achievement in Sino- 
British Cooperation”™’] 


[Text] China and Britain yesterday announced that the 
two sides have signed a “Memorandum of Under- 
standing Concerning the Construction of the New Air- 
port in Hong Kong and Related Questions.’ Agreement 
has finally been reached after nearly nine months of 
consultations between the two sides concerning the new 
airport and related questions. This 1s indeed a wonderful 
event worthy of celebration. It will be recorded in the 
history books as yet another historic achievement in the 
friendly cooperation between China and Britain on the 
question of Hong Kong. 


The reaching of an understanding on the construction of 
a new airport in Hong Kong and related questions by the 
two sides on the basis of consensus not only ensures that 
the airport construction project will be cost-effective and 
not impose a financial burden on the government of the 
Hong Kong Special Administration Region [SAR] of the 
PRC, but also guarantees the speedy and efficient imple- 
mentation of work connected with the new airport. The 
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memorandum of understanding embodies the aspira- 
tions of the governments of China and Britain to step up 
cooperation on the question of Hong Kong on the basis 
of the Joint Declaration, as well as their confidence in 
the preservation of Hong Kong's role as an international 
economic, monetary and trading center. 


The Chinese side has always adopted a positive and 
cooperative attitude and looked at the bigger picture on 
the question of the new airport. The Chinese Govern- 
ment not only hopes for the preservation of the existing 
economic boom and growth in Hong Kong, but lays even 
more stress on the maintenance of long-term stability 
and prosperity in Hong Kong. As a result, the Chinese 
Government proposed that the new airport should 
follow the principle of low investment, high yield, ben- 
efit to the people of Hong Kong, and not leaving any 
burden to the Special Administrative Region. It also 
proposed that major issues straddling 1997 and 
imposing responsibility and obligations on the govern- 
ment of the SAR should be resolved through consulta- 
tions between the Chinese and British sides, and that an 
appropriate amount of financial :eserves should be left 
for the SAR government. This 1s completely in line with 
the existing and long- term interests of the Hong Kong 


people. 


The arguments are very simple: If the construction of the 
new airport were to involve huge capital but poor results, 
it would inevitably lead to the Hong Kong Government 
raising taxes in order to finance the construction. The 
people of Hong Kong would have to shell out more 
money while the quality of their life deteriorated. If the 
scale of the construction exceeded the financial capa- 
bility of Hong Kong, its financial reserves would be used 
up and a large debt accumulated, creating a serious 
problem for the post-1997 SAR government and intro- 
ducing a factor of instability. The value of the Hong 
Kong dollar would also be affected. The people of Hong 
Kong would have to tighten their belts in order to repay 
the debt contracted before 1997. The Chinese side has 
had the foresight to point out this problem and has 
devised ways to make the construction of the new airport 
more cost-effective by increasing the proportion of pri- 
vate investment. It has also adopted a positive and 
supportive attitude regarding attracting private invest- 
ment and syndicated bank loans, which will greatly 
minimize the financial burdens of the Hong Kong Gov- 
ernment as well as the future SAR government. The 
people of Hong Kong will therefore be spared heavy 
taxation and will not be encumbered either before or 
after 1997. The Chinese side has always taken a positive 
attitude in the consultations concerning the construction 
of the airport and related questions. This shows its study 
of the issues 1s in line with the interests of the Hong Kong 
people and the long-term prosperity of Hong Kong. 


The “Memorandum of Understanding Concerning the 
Construction of the New Airport in Hong Kong and 
Related Questions” also provides an important consul- 
tative mechanism for the resolution by the governments 
of both China and Britain of major issues straddling 
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1997 and involving the transfer of political power. It 
Stipulates that the two governments will intensify con- 
sultations and cooperation in the approach to 30 June 
1997. The British foreign secretary and the Chinese 
minister of foreign affairs will meet twice a year to 
discuss matters of mutual concern, while the director ot 
the Hong Kong and Macao Affairs Office under the State 
Council and the governor of Hong Kong will also hold 
regular meetings. These are all important guarantees that 
Hong Kong will maintain its prosperity and stability in 
the second half of the transition period and realize a 
peaceful transition to 1997. Most people in Hong Kong 
will not find it hard to see that Sino-British cooperation 
in the second half of the transition period has now 
entered a new period. With both sides willing to promote 
closer cooperation and conduct sincere consultations. 
and the transition carned out smoothly, the future of 
Hong Kong will be bnghter and more beautiful. 


At present, Sino-British relations are al a very important 
stage. The question of Hong Kong occupies a very 
significant and unique place in Sino-British relations 
The signing of the “Memorandum of Understanding 
Concerning the Construction of the New Airport in 
Hong Kong and Related Questions” will provide a major 
impetus for the further improvement of relations 
between China and Britain. At the moment, British 
Prime Munister Major has already accepted Chinese 
Premier Li Peng’s invitation to visit China very soon 
Aside from officially signing this document with Premier 
Li Peng, it 1s believed that he will also exchange views 
with Chinese leaders on broad cooperation between 
China and Britain. With Prime Minister Major's visit to 
China, Sino-British relations will enter a new stage of 
development. 


‘New Stage in Sino-UK Ties 
HKO907140791 Hong Kong WEN WEI PO 
in Chinese 8 Jul 91 p 2 


[Editorial: “New Stage in Sino-British Friendly Rela- 
uions”] 


[Text] After negotiations and consultations, China and 
Britain drafted and initialed a “memorandum of under- 
standing” regarding the construction of the new airport 
and the relevant problems. This 1s another milestone in 
Sino-British friendly cooperation. British Prime Muin- 
ister John Major will visit Berying soon and formally sign 
the memorandum with Premier Li Peng. From then on 
Sino-British diplomatic relations will enter a new stage 


John Major's forthcoming visit will make Britain the 
first West European country to send its government 
leader to China in two years. Sensibly observing China's 
stable political situation, strong economic development. 
and an increase in its foreign exchange reserves, Britain 
has for the past vear been issuing signals for strength- 
ening cooperative relations with China. Last year former 
Prime Minister Margaret Thatcher met the Chinese 
ambassador to Britain and expressed her hope to raise 
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the temperature of Sino-British relations, and an official 
was sent to Being to solicit Beying’s support for the 
construction of the new airport, thus opening the door 
for airport negotiations and providing conditions for a 
turn for the better in Sino-British relations. 


After John Major took office, he continued to carry out 
the policy of umproving relations with China. At the end 
of March, Foreign Secretary Douglas Hurd went to 
China to find a solution to the new airport issue and seek 
cooperation in international affairs and economic issues. 


Britain 1s different from other Western nations. It has 
special interests in Hong Kong and has built a special 
channel of relations and partnership with China through 
Hong Kong. In making contacts with China, no other 
Western nations can act like Britain. Apart from being 
able to hold ambassadonial-level exchanges, Britain and 
China have set up a Joint Liaison Group for high-level 
government personnel to conduct mutual, frequent con- 
tacts. Through peaceful negotiations, China and Britain 
have appropriately resolved some historical problems. 
They have also held fnendly consultations on the ques- 
tion of the handover, thus setting an example of peaceful 
coexistence between countries of different social sys- 
tems. 


After the signing of the Sino-British Joint Declaration, 
the two countmes were required to carry out more 
frequent and closer cooperation for the purpose of Hong 
Kong's prosperity and stability and a stable handover. 
The Joint Declaration has become an important impetus 
in improving the two countries’ relations. The memo- 
randum on the new airport sets detailed measures for the 
implementation of the Joint Declaration in the latter half 
of Hong Kong's transitional period and provides new 
rules for regular consultations between the two countrivs, 
thus pushing Sino-British fnendly cooperation to a more 
efficient level. 


The new cooperative structure 1s beneficial to ensuring a 
smooth handover in 1997 and a vigorous economic 
development after that. In return, Hong Kong's long- 
term prosperity and stability will help develop China's 
and Britain's interests and consolidate their fnendly 
relations. 


In the present-day world, the development of diplomatic 
relations between countnes 1s based on equality and 
mutual benefit. Common interests will enable China and 
Britain to work in harmony, and the potential for coop- 
eration 1s growing stronger. 


Apart from having common interests in Hong Kong. 
China and Britain are permanent members of the UN 
Security Council. They should strengthen their coopera- 
tion in preserving world peace and handling interna- 
tional affairs. 


During his visit to China at the end of March, Foreign 
Secretary Douglas Hurd expressed the hope to restore 
Britain's relations with China to the period before 1989. 
The international situation keeps changing, it 1s time 
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that China and Britain sought further cooperation amid 
this changeable situation, said Douglas Hurd. 


The world pattern 1s developing toward multipolariza- 
tion. Britain is facing a challenge amid complicated and 
drastic changes in the European situation. China 1s also 
facing a challenge in the 1990's. There is no conflict of 
fundamental interests between China and Britain. 
Therefore, Chinese leaders Jiang Zemin and Li Peng 
used “looking forward in the same boat” to express their 
good wish for the development of Sino-Bnitish relations. 
While in Britain recently, a Chinese purchasing team 
purchased British commodities worth $530 million, 
much more than the commodities purchased in other 
European nations. British businessmen have also made 
investments in China's energy and chemical industrial 
development during the Eighth Five-Year Plan. There 
are good prospects for Sino-British economic and trade 
cooperation. 


In this atmosphere of fnendly cooperation, British 
Prime Minister John Major will certainly make great 
achievements in his forthcoming visit to China. 


Lu Ping Notes Compromises 
HK0907042791 Hong Kone SOUTH CHINA 
MORNING POST in English 9 Jul 91 p § 


[By Fanny Wong] 


[Text] The Chinese official in charge of Hong Kong 
affairs yesterday said the recent Sino-British agreement 
on the Chek Lap Kok airport had paved the way for a 
smooth transition of sovereignty in 1997. 


Mr Lu Ping, the Director of the Chinese State Council's 
Hong Kong and Macao Affairs Office, said last week's 
Airport Memorandum was reached through mutual con- 
cession, with both sides willing to compromise. 


“I belheve that through the resolution of the airport 
problem, it has built up a very good foundation for the 
Chinese and British governments to closely co-operate in 
the next six years,” he said. 


“This will be beneficial to a stable transition and smooth 
hand-over in 1997." 


Mr Lu, who was attending a Macao Basic Law meeting in 
Beijing, was asked whether China would seek to scruti- 
nise other major Hong Kong transition issues. 


He said he did not believe there would be any big issues 
similar to the airport plan in the next six years. 


Mr Lu rejected criticism from Hong Kong that the 
airport agreement would undermine the territory s 
autonomy. 


“It will not undermine its authority. We have reiterated 
that during the transition period. We have no intention 
of seeking joint rule,” Mr Lu said. 


“The Memorandum of Understanding will not under- 
mine the Hong Kong Government's authority. On the 
contrary, 1t will boost its authority.” 


Mr Lu said China hoped the airpert plan would not fuel 
inflation or lead to tax increases. 


He said China did not want the projects to impose a 
burden on Hong Kong residents. 


If China’s co-operation was required, he added, the 
Chinese Government would definitely lend its support 
and work with the Hong Kong authorities. 


Meanwhile, the British Ambassador to Beying, Sir 
Robin McLaren, said yesterday that apart from the 
airport accord, there were no other understandings 
reached between China and Britain on the infrastruc- 
tural plan. 


“There are no other documents, no secret documents, no 
other understanding,” Sir Robin said. 


He also said there were no differences in opinion 
between Hong Kong and Britain on the projects. The 
Hong Kong Government and the Executive Council had 
been fully informed in the final stage of negotiations, he 
said. 


“At no stage have there been differences between the 
Hong Kong Government and the British Government 
about these projects.” 


Precedent Favors Mainland 
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[By Antony Cheesewright and Bill Ko] 


[Text] All decisions affecting the future of Hong Kong 
will now require China's stamp of approval. 


This was made chillingly clear yesterday by Ma Yuzhen, 
China’s new ambassador to the United Kingdom, on his 
arrival in London. 


Mr Ma said: “China has said very clearly on many 
occasions that China has no intention to exercise a veto 
prior to 1997 over the running of Hong Kong on a 
day-to-day basis.” 


What China wanted, he claimed, was “merely to be 
consulted on important questions concerning the transi- 
tion of Hong Kong to China, the Special Administrative 
Region, in 1997". 


But Beying'’s hard-line communist representative then 
revealed the iron fist inside the velvet glove by adding: 
“Without China’s co-operation, when matters con- 
cerning the future come up | don’t think any decisions 
will work. 
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“That is only in the interests of Hong Kong, in the 
interests of the prosperity of Hong Kong. So in that 
sense, | would not say that this 1s a veto. This ts a spirit 
of co-operation.” 


Announcing the Sino-British airport agreement on 
Thursday the Governor, Sir David Wilson, repeatedly 
denied that the Chinese had been given veto mghts over 
Hong Kong affairs in the memorandum initialled by 
both governments. 


Tackled about the repression of democracy in China, of 
people living in fear for the sake of stability, the ambas- 
sador replied: “Here again is a wrong impression that has 
been fed by a few people talking only to a small number 
of dissidents. 


“Let them go to the countryside, talk to the great masses 
of people, and see whether they fear the leadership or 
not. So while I am working here in Britain, it is very 
important for our friends to go to China—to see the 
country as it 1s and also to have dialogue. 


“Because of Tiananmen some people simply don’t want 
to have dialogue with China—no contact with China. 
This is not a wise policy. If there is no dialogue, no 
contact, there will be no understanding—and without 
understanding there will be no airport agreement.” 


Asked if this was a direct threat to implementation of the 
airport agreement announced in a joint statement by 
London and Being only last week, Mr Ma replied: “No. 
no, no. This is not a threat. This is my advice.” 


In an interview with ATV aired last night the Chief 
Secretary, Sir David Ford, appeared to fudge the veto 
question regarding the memorandum’'s requirement that 
Hong Kong borrow no more than $5 billion for the 
project by 1997 without Chinese approval. 


Sir David said he did not agree that such a requirement 
would be too harsh a restraint to the Government's 
effective rule concerning the new airport. 


“We think that $5 billion is a comfort and a cushion for 
us in the years ahead,” he sand. 


“If we want more, we can discuss that with the Chinese 
government and we have no reason to believe they won't 
be helpful.” 


The $5 billion limit has sparked fears from bankers that 
the amount is too small and tantamount to giving Beijing 
veto power on the $127 bilhon project. 


Sir David declined to answer directly whether the Gov- 
ernment was giving veto power to Being concerning 
borrowing but said the question was linked to the $25 
billion the two countries agreed would be left in the fiscal 
reserves in 1997. 
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“It would not make much sense if on the one hand there 
was $25 billion im the reserve and on the other, $20 
bilion was outstanding Government borrowing,” he 
said. 


“So the compromise there 1s, yes, we can borrow up to $5 
billion. Beyond that, yes, we will have to agree (with 
China).” 


UK Sovereignty Intact 
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[By Vivian Tse in London] 


[Text] Britain's sovereignty over Hong Kong up to 1997 
is IN NO way undermined by the recent Sino-British 
memorandum on the Chek Lap Kok airport project. 
according to Britain's foreign minister for Hong Kong. 


“There isn't a joint rule,” Lord Caithness said, speaking 
two weeks before visiting Hong Kong. 


He admitted, however, that he had no idea whether any 
other agreements would be signed with China on matters 
straddling 1997. 


In an exclusive interview with THE HONGKONG 
STANDARD in London, Lord Caithness made 1 clear 
that Britain has not forgotten the horrifying events of 
Tiananmen Square in 1989. But he stressed that a good 
working relationship with China was of vital impor- 
tance 


On the Vietnamese boat people issue, the minister reit- 
erated Britain's warning that it would be detrimental for 
Hong Kong to abandon the first asylum policy. He also 
said that Britain would be prepared to spend its pledged 
6 milhon pound (HK$98.1 million [Hong Kong dollars}) 
contribution to the construction of an internationally 
managed centre in Vietnam for non-refugees from Hong 
Kong if that turned out to be the most cost-effective way 
to alleviate the boat people problem in the territory 


Lord Caithness will armve in the territory later this 
month to head a regular meeting of Britain's regional 
ambassadors 


He will be accompanied by Undersecretary of State 
Andrew Burns, an expert on Hong Kong affairs and 
leader of the British side during earlier talks with China 
on the airport for the week-long visit. Speaking in the 
House of Lords, Lord Caithness said the memorandum 
of understanding on the new airport was an important 
and good agreement for Hong Kong. 


“What it does 1s to provide certainty, which the Hong 
Kong Government needed in order to proceed with their 
plan of burlding a new airport 


“The new airport project 1s one of the major projects 
straddling 1997 and it 1s quite clear that their (China's) 
view should been taken into account. But 1 does not 
mean running Hong Kong or any sort of contravening.” 


However, he admitted, that the understanding gave 
Being a say in the financial arrangements for the new 


airport. 


“What is in the memorandum of understanding and 
which 1s important both from the Hong Kong Govern- 
ment and the British government's point of view, and the 
Chinese point of view, 1s that 1 spells out when the 
sovereignty 1s transferred at the end of June 1997, there 
1S NOt going to be a bankrupt area of the world, where the 
Hong Kong Government has made no provision for 
investment in the future.” he sand. 


He emphasised the $5 billion stipulated in the memo- 
randum as the maximum Hong Kong may borrow for the 
project without Chinese assent, 1s a prudent figure which 
the Hong Kong Government believed was mght to 
umclude. “This particular provision does give the abso- 
lute certainty that all the parties wanted to achieve a 
memorandum of understanding to give the clarmty and 
certainty to the Hong Kong Government to go ahead 
with this very important project.” he said. 


“In no way 1s Our power of sovereignty undermined and 
iN nO way does it prevent the Hong Kong government 
from carrying out the airport project that they wish to 
carry out.” 


However, Lord Caithness said he had no idea if any 
other agreement concerning other issues straddling 1997 
would be signed in the future 


“I have no idea. It 1s up to the Hong Kong Government 
who will be running Hong Kong and putting forward 
ideas.” 


Lord Caithness, who last visited the territory in January, 
said no date had yet been fixed for Prime Minister John 
Major's visit to China and Hong Kong. He said the 
impending visit did not mean Britain's views of the 
crackdown on the prodemocracy movement had 
changed. 


“Our view toward the event hasn't changed at all ... we 
were shocked and hornfied by the action taken at the 
Tiananmen Square ... and all the ministers were appalled 
by what happened.” 


Airport Called 3-Way Venture 
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[Editonal: “Chek Lap Kok Now a Three-way Partner- 
ship”) 


[Text] Hong Kong gave its verdict on the agreement over 
Chek Lap Kok airport in its own inimitable fashion 
yesterday. There was a trading spree on the bourse that 
drove the Hang Seng Index up 54 pornts. Analysts 
gleefully predicted a boom in the property market and a 
flood of investment dollars. Political pundits picked it 
apart, pointed up the holes and some bieakly predicted 
1997 had already arnved 


But there was no hiding the overwhelming mood. It was 
one of sheer rehef. 


No one showed 1 more than the Governor, Sir David 
Wilson. Smiling broadly for the first tame in weeks, as he 
stressed at a live televised press conference—his first in 
more than three years—that Hong Kong had to look 
ahead rather than dwell on a protracted dispute which 
had paralysed the making of decisions on infrastructure 
projects for the last nine months. 


The agreement only comes into effect when it 1s signed 
later this year by British Prime Minister Mr John Major 
in Bexying. He wall go at the invitation of the Chinese 
Government in a move that just might herald an era of 
closer collaboration between the two powers. Bi-annual 
discussions between the British foreign secretary and the 
Chinese foreign minister as well as frequent meetings 
between the Governor and the director of the Hong 
Kong and Macao Affairs Office are also written into the 
agreement, designed to provide forums for discussion 
where any further problems can be dealt with without 
delay. 


But while the future appears more promusing today than 
it did when Sir David walked up the steps of Number 10 
Downing Street to report to Mr Major last week, there 1s 
still a long way to go before the first flight 1s cleared for 
takeoff by Chek Lap Kok air traffic control. And only the 
foolish wil unfasten their seatbelts just yet. 


“Sensible and pragmatic” were the words the Governor 
repeatedly used to descmbe the cumbersomely tutled 
“Memorandum Of Understanding Concerning The Con- 
strucnon Of The New Airport in Hong Kong and 
Related Questons”, which spells out the terms of the 
agreement brought back from Beying by Sir Percy Cra- 
dock. But as the territory's officials were quick to point 
Out, getting the mght words on apper was what took the 
tume and caused all the angst. 


That is why the memorandum is filled with phrases 
which attempt to pin down not just action but also 
intention. “The Chinese and Bntish Governments will 
carry out consultations in a spirit of cooperation...the 
Chinese side will adopt a positive attitude...” the docu- 
ment frequently insists. But goodwill 1s a state of mind 
and difficult to convery in a contract. The insertion of 
the the words only serves to underline continuing cau- 
won. 


At the agreement's heart 1s the intention to precisely put 
on record what each party's obligations are. Such preci- 
sion 1s what the Hong Kong side demanded in a bid to 
persuade potential investors that their money will be 
honoured by the current and future administrations of 
Hong Kong. 


No clause in the memorandum is more important than 
the first, spelling out that the Hong Kong Government 
will be responsible for the Airport Core Programme up 
to June 30, 1997 and that the Special Administrative 
Region Government will assume the same the very next 
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day. The emphasis on continuity should case the pres- 
sure on the Hong Kong Government to meet its earher 
deadline of having to complete the first runway before 
the transfer of sovereignty. 


The Government has agreed to concede a seat on the 
airport authority for a local representative of the Bank of 
China as a further guarantee for nervous investors. The 
Sino-Brntish Joint Liatson Group will set up a « ‘parate 
airport committee comprising members from both sides 
to discuss the project as it progresses. While it was 
insisted yesterday China will have no veto power, there 
1s no doubt its views will influence decisions. To prevent 
either side talking out a project by delays. a one-month 
tume limit for discussion has been inserted. 


All these compromises clearly indicate that the Hong 
Kong Government has yielded a degree of autonomy, 
whether simply to bow to the reality of 1997 or because 
it has buckled under pressure from Being. Even if all 
goes smoothly from now on, Hong Kong will still have to 
submit more and more of its authority to the scrutiny of 
China and accept that many important decisions will be 
made in Being and London 


But the building of the airport has now become a joint 
enterprise, whether Beying likes the responsibility or 
not. The world will be watching how this three-way 
partnership manages the project. and will draw its own 
conclusions if any more impediments are pul in its path. 


Beijing Not Revealing Details 
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[Text] Beying has back-pedalled from us promise to 
reveal details of the secret airport negotiations 


Chinese officials had threatened to expose details of the 
confiential talks after negotiations reached a stalemate. 


But both the Director of the State Council's Hong Kong 
and Macao Affairs Office, Lu Ping. and his deputy, Chen 
Ziying, said yesterday there was no need now to disclose 
details of the talks to the public 


Over the past few months, Mr Lu and other Chinese 
officials had called on the British side to provide more 
information to the public and to increase the “transpar- 
ency™ of the project. 


They said the Chinese side might disclose all details of 
both the Chinese and British proposals, and the negoi- 
ation process, for public comment 


Attending a Macao Basic Law meeting in Bering, Mr 
Chen said the most important contents of the negotia- 
tions had been reflected in the airport agreement, there- 
fore there was no need to make the detarls public 


On Monday, British Ambassador to Bening, Sir Robin 
McLaren, also said there was no need to reveal details of 
the nine-month-long talks 
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Mr Chen said he expected work of the Sino-Brntish Jot 
Liarson Group in resolving some thorny issues, such as 
moving the Tamar naval base to Stonecutters’ Island. 
would speed up. 


Survey Shows Approval 
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[By Andy Ho] 


[7 ext] A majority of 61.9 percent of residents approve of 
the Sino-British accord which enables Hong Kong to go 
ahead with us plan for a new airport, according to an 
exclusive SOUTH CHINA MORNING POST survey 


In the first sounding of opimion since the Airport Mem- 
orandum was released last Thursday, the POST tound 
only exght percent of the 415 citizens interviewed disap- 
proved of the agreement reached after nine months of 
secret talks between the two countries. 


Another 6.3 percent were divided and regarded them- 
selves as torn between accepting or rejecting the terms of 
the memorandum. 


The remaining quarter e:ther found the document difh- 
cult to pudge or did not hold a strong opimon on the 
issuc 


The telephone poll, conducted by the Hong Kong Polling 
and Market Research Company. was completed two 
days after the four-page document was made public 


Despite the majornty approval, only 41.4 percent of the 
total random sample welcomed the accord wholeheart- 
edly 


Another 28.9 percent made ut clear they had some 
reservations, while the remainder failed to give a strong 
view or said they did not know 


Those with reservations were asked to state whether they 
agreed with one or more of the four popular arguments 
against the accord 


The fact that Hong Kong people had been denied a role 
in the confidential bilateral negotiations was cited $8 
times 


Another 54 were suspicious of a Sino-British conspiracy 
to mp off profits from Hong Kong 


The argument that it was unfair for Hong Kong to accept 
the consequences of a decision reached between the 
British and Chinese governments was used by 51 respon- 
dents 


Thirty-two respondents accepted the fourth suggested 
reservation that the memorandum would reduce Hong 
Kong's high degree of autonomy 


Only seven respondents advanced thei own reserva- 
tons, including one that the new airport was not of any 
value tor Hong Kong. Another noted that the Chek Lap 
Kok site was loo remote 


The respondents, aged between |7 and 63 and spread 
throughout the terrmtory’s 19 drstmcts, were also asked 
whether the airport issue had boosted or undermined 
their confidence in the Hong Kong Government 


The results suggested that citizens were divided over 
how thes should rate the administration's performance 
in the airport controversy 


As many as 37.1 percent did not find the issue had any 
bearing on their perception of the Government, while 
16.9 percent confessed that they were not in a position to 
judge 


Shghtly more than a quarter said their confidence in the 
Government was increased. But 2! percent thought the 
opposite 


The mean of the personal income of the respondents, 
with an average age of 36. was $4,735 


Men made up $2.3 percent of the sample size, which 15 in 
line with the termtory’s overall demographic profile 
Non-voters also outnumbered the registered voter by 73 


Women and non-voters tended to be less supportive of 
the agreement 


“The general picture 1s that the memorandum 1s less 
acceptable to those from the lower class than to their 
more wealthy and educated counterparts,” observed Mr 
Citi Hung Ching-tin, general manager of the research 
company who directed the poll 


“The less better off may have perceived the airport 
project as something which they have to pay for. The 
professionals and managers, on the other hand, see it as 
important for the local economy and a chance for them 
to make money” 


The approval rates for managers, professionals and while 
collar workers ranged between 68.9 percent and 78.2 
percent, considerably higher than the overall average of 
61.9 percent 


About 60 percent of the respondents fell unde the 
$9999 personal income line 


Those who earned over $15,000 a month were more 
likely to accept the current solution to the airport issuc 
More than three-quarters of the 26 respondents who fell 
within this category approved of the agreement 


Meanwhile, the younger generation seemed to be more 
dissatisfied with the Government 


About 31 percent of the 65 respondents aged under 20 
said the issue had made them less confident of the 
administration, against an overall average of 21 percent 


Secret Letters’ Broke Deadlock 
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[By Danny Gittings} 


[Text] Secret letters between the British Prime Minister, 
Mr John Major. and the Chinese Premer, Mr Li Peng. 
broke the dead!ock over the airport issue and led to the 
new accord 


The two messages clevated negotrauions to the highest 
level of state and paved the way for Brntrsh special ens ov 
Sur Peres Cradock’s vest to Bening, the SUNDAY 
MORNING POST can reveal 


Mr Mayor's letter warred Britain cou'd make no new 
concessions and would have to scrap the project unless 
the umpasse could be quickly resolved 


It was delivered in Bewung. Dy an intermediary, in the 
middie of last month. Britain's new ambassador. Sir 
Robin McLaren, was unable to convey i im person 
because he had not then zecerved his official accredita- 
non 


Mr Li's response to Mr Major upped the stake, sug- 
gesting the crisis be elevated to the highest diplomatic 
level, and—for the first tume—bdroached the idea London 
send a special envoy to discuss the issue 


Britain then suggested Sur Percy, the prime minister's 
foreign affairs adviser. and Beiing extendes a formal 
invitation for him to visit 


Sources revealed the crucial Gecrsion to accept the invi- 
tation was made at a crisis meeting in No. 10 Downing 
Street, between mr Masor the Governor, Sir David 
Wilson, and other top officials. Sir Percy also attended 
but his presence has remained a guarded secret until 
now 


And it emerged the deai was concluded at 3 am last 
Sunday morning in Government House, when the Gov- 
ernor and his key advisers approved the final details of 
the accord 


Mr Li yesterday confirmed both Britain and China had 
taken initiatives to break the deadlock. “We have boen 
very quick in removing our differences and reaching 
agreement,” he said in Cairo, at the end of a five-day tnp 


to Egypt. 


Meanwhile in Hong Kong. three top officials yesterday 
gave the first details of the Government's plans for the 
Chek Lap Kok project since the accord with China was 
announced on Thursday. 


The Transport Secretary, Mr Michael Leung Man-kin. 
said tender documents for the $9 bilhon Tsing-Ma 
Brndge—which should have already been issued—would 
go out within the next few weeks. Construction ts 
expected to begin by next May. 
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And negotiations are expected to Degin with the Mass 
Transat Raslway Corporation over the airport railway 
with the arm of reaching agreement by the end of the 
year 


The rail hnk had been put on hold until last week's 
accord—in a bid to keep costs down—and Mr Leung 
admitted 1 might not be ready in me for the opening of 
the airport in 1997 


Hew Accord Was Reached 
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[From the “Sunday Spectrum™ section: “How the Deal 
Was Done”—by Danny Gittings, with additional 
reporting by David Chen and John Kohut} 


[Text) John Major was playing hes last card. He knew 
there was no other option but to use ut and hoped the 
Chinese would not call his bluff. At stake was the Chek 
Lap Kok airport deal and ime was running out. It was 
the mnstiative that he had been reluctant to take so far, 
but after 20 months of negotiations being stalled and 
stymied by Chinese intransigence. he had no alternative 


Armed with the knowledge thai he had the full backing of 
the Hong Kong Governor, Sir David Wilson, and his 
Executive Councel, Mr Major sent off a letter to his 
Chinese counterpart, Mr L: Peng. 


The letter made clear that there was no more “give” in 
the Brntish position. Britain had already given in to many 
of the Chinese demands including ensurng tha! enough 
money be left un the post-1997 kitty and that borrowings 
would be lumited to a certain amount. However, Bntain 
could not concede to China's cruc:al demand of being 
given a veto power on major issues straddling 1997. If 
China insisted, then the Brntush and Hong Kong govern- 
ments would have no choice. They would be forced to 
scrap the whole scheme 


The implications were obvious. Confidence would 
worsen, investors would look elsewhere and the Hong 
Kong Government would be made to look more hke a 
lame duck. “The pount had been reached where it was 
our last card and we had no option but to play it.” sand 
a British source 


It was a high-risk strategy and one that could have 
backfired easily China could have held out and allowed 
the project to go under and the British would have only 
themselves to blame 


The letter was sent through the British embassy in 
Beying. Having just arnved in Beying in early June to 
take up his new post as British Ambassador, Sir Robin 
McLaren was unable to deliver it personally because he 
had yet to present hes credentials. Instead, 1 was sent 
through an embassy intermediarn 


Mr Major's initiative paid off. For reasons that are 
unclear, Premier Li Responded with a letter back to the 
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Britssh prome munister, which rarsed—for the firs? 
tume—the sdea of Britain sending a high-level envoy to 
discuss the rssue in Beying. For the first ume in many 
months. a glummer of hope was raised that an agreement 
could be reached 


The letter stated that the Chinese would welcome further 
contacts, and that they would welcome them at a higher 
level. without specifying where or with whom thes 
should take place. (If the exchange of letters between the 
Chinese and British premiers seemed tam:har, perhaps 1 
was because if was remoniscent of the two secret high- 
level letters that led to significant breakthroughs in the 
[984 neghotrations over the Sino-Brtish Jount Declara- 
ton.) 


Sur Rodin suggested Sar Percy Cradock to the Chinese as 
the official who muaght be able to Dreak the deadlock. The 
Chinese had no objection. As the prime miauster’s spe- 
cial envoy, Sur Percy was an obvious choice. A former 
British ambassador to Beyong. he had under-taken a 
simular secret mission to the Chinese capital in January 
1990 to restore bygh-level diplomatic contacts that were 
virtually served after the Tianmen massacre. He 1s also a 
close fnend of Sor David and Sir Roden 


Indeed the Governor has often been desembed as a 
protege of Sar Percy. whom some beheve recommended 
hum for the pob un 1987, while Sir Percy and Sor Robin 
have also worked closely together un the Foreign Office 
in the past 


After Sor Davod arnmved in London on Friday. June 21. 
tor crucial talks wath Britush leaders, the Chinese issued 
an official invitation for Sir Percy to go to Beying to 
discuss the arrport deadlock. 


However the final decision to accept the invitation was 
not made until Sar David's 90-minute meeting with the 
prime minister the following Tuesday. In attendance at 
that meeting were the Foreign Secretary, Mr Douglas 
Hurd, the assistant under-secretary for Asia at the For- 
exgn Office, Mr Andrew Burns, and Sir Percy. It was 
during the meeting. when, after Sir David expressed his 
pessimism about the project and the possibility of ut 
being shelved. that the prmme minister took the final 
decision to dispatch Sor Percy to the Chinese capital 


Great pains were taken to conceal this from the press. So 
great. in fact, that official accounts of the meeting 
mentioned all the other participants, but carefully 
avoided any mention of Sar Percy's presence. When Sir 
David emerged from the meeting on the decistep of No 
10 Downing Street, he did little to avord misleading the 
waiting media about what had transpired within 


In essence he told reporters not to “expect some sudden 
new approach”. about the possibility of resuming talks 
with China over the airport, leaving the very strong 
impression that this was to be left to the new British 
Ambassador un Beyrng. But as Sir David knew all too 
well, this was not the case. Indeed, between then and Sir 
Percy's departure for Beying the following morning. he 


held a semes of meetings with Sor Percy to pave the way 
for the drscusssons in the Chinese capztal 


If it was UMportant to maintain a ver! of secrecy adout Sar 
Percy's intentnons in Beyong. the reason was obvious 
The shghtest leak could have jeopardised the talks and 
any hopes of a settiement. It had been 20 months sance 
the $127 balhon airport and port proct Aad been 
announced by Sir David as a confidence booster im a 
termtory that tad been demoralised Dy the Thananmen 
Square maittan, crackdown. But the whole affair had 
been turned -ato a political roadshow by the Chanese. 
who refused to endorse the project unless they were 
given veto power on all major issues on the termtory 


Despite numerous rounds of talks in which agreement 
was sought on a number of issues. China refused to 
budget. Word had filtered down that Premer Li Peng 
had been personally insisted that up to a mihon Hong 
Kong people had taken to the streets in support of the 
student democracy movement in the summer of 1989 
and had wanted to teach Hong Kong a lesson Dy refusing 
to Compromuse on seeking control of the terntor before 
1997. By May. both Hong Kong and Brush officals 
have become so dispumted at China's seeming intrans:- 
gence that there was semous talk of shelving the whole 
Project 


Sar Percy armed un the Chinese capital on the morning 
of June 27. two days after the Major meeting. and 
immediately went into talks with several Chinese 
leaders. As he had been invited by the Chinese. he Anew 
ut meant ome thing Uniess he was very mistaken, he 
would be seemng the ver top people and his visit would 
not be a waste of tome. After all, he had been wnveted Dy 
the Chinese—why send for the pnme minister's special 
adviser unless there was something to discuss’ During 
the next couple of days. he saw Communist Party chief 
Mr Jiang Zemin, Foresgn Minister Mr Quan Qichen and 
other Foresgn Ministry officials. But 1 was his meeting 
with Premier Li that was the most umportant and would 
reveal to the special envoy whether ut had been wise to 
travel so far 


By the tome ime two men parted. Sor Percy had has 
answer. Premier .: was prepared to have talks resume 
over the airport. The premier turned Sir Percy over to 
Mr Lu Pong. hes most senor official in charge of Hong 
Kong policy. to handle the Chinese side of the negotia- 
tons. It was decided the pair would start their negotia- 
trons late Finday afternoon at the Diaovuta: State Guest 
House, on the western cdge of the city 


As Sor Percy shuttled between the negotiating tale and 
the British ambassador's spacious residence where he 
was staying, Hong Kong and London were kept fully 
informed of developments 


Sur Percy semply picked up where hes predecessor, Mr 
Andre Burns, had left off un May. As head of the Broitush 
negotiating team, Mr Burns was a seasoned foreign uffice 
dipomat but had not encountered anything hke Mr 
Chen Zuo'er, hes Chinese counterpart in the discussions. 


N 


Witle Mir Chien scemed amnaNec cnough, agooniag to 
msaders. after two rounds of talks. mr Burns found the 
whole capemence frustrating 


“Just wher vou though vou Rad agreement o8 one Prat 
thes would move the goal posts” saad a source Close to 
the talks. And so. as Sar Percy settled emte talks woth Mr 
Lu that would “st most of the weekend, the far bees 
were Kept cleat sw that officwls uw Loador and tong 
Kong could respoad umarahatel te Loader. oacally 
ut was Mir Burns who would dcep Wlotetall unformed of 
the Pace of negotiations 


Meanwhile. Sar David returned trom London of Fimday 
June 2S. and got mm touch wath Sr Peres almost at once 
to cateh up on the dipfomate umitiative that Could caus 
have backfired The pace of actevety at Goverement 
House om creased to an almost frermetic level over the 
weekend Sar David gathered das core somo adv wer 
ucluding the Ciiet Seoretary, Sir David Ford, polncal 
adviser, Mir Wulham Erman. and the Financial Score 
tary. Sar Phers Jacods Lottie did thes Know that when 
thes gatheerd at the Governor's officnal reademoe that 
mght. thes would be spending the weekend at Upper 
Albert Road huddled un meetings 


“There were officials comueng and goong at all sorts of 
crazy hours that weekend.” recalled ome source close to 
the talks. By Saturday morning, sufficient progress had 
been made to allow the members of the Executive 
Counce [Exco), the Governor's top poles making Daath 
to see a draft of the acword They, as much as anvone 
wanted an agreement on the arport, Dat mot at amy oust 
Thes Rad adopted a Nard lime led Dy the scmor memes 
Lady Denn 


As tar as they were concerned. to give om to Chona’s 
demand tor consultation of major issucs straddling | 98" 
was tantamount to Randong over control of the tecrton 

and so. as they met seeretiy at Government House. thes 
went over the teat of the draft with a fine-toothed oom? 

untii—in the words of ame-thes “even Amew the punctu- 
ation 


But even as thes were cxamomoing it. up un Bequng the two 
sides still remained at loggerfeads Only a few poounts 
were still at rssuc Most Rad Deen settiod during previous 
rounds of talks—Doth agreed on the need for an aurport 
its locaton at Chek Lap Kod, financeng arrangements 
and the amount to be left on Government reser es for the 
post. 1997 admonistraten On the last pont was 
during Mr Murd’s vest to Beng im Apr! that Brtaw 
gave mm to China's demand that $25 Dalhon & left wo 
reserves Dy the outgoung administration 


However, it was on the vexrng Question of consultation 
amd how the provect should be managed that srmous 
differences remained It was umportant for the British to 
get the CRenese to confine the anced to be consulted to 
only the airport provect. Anything more woul! '& tanta- 
mount to Randing over management of the ternton to 
the CRenese-a move that would not only be politically 
unacceptate. but suscedal Whole it was emportant from 


PBIS-CHE@E Lees 
i> Judy 1 


the Brett aad Hoag Komg powet of view tat Ube aerport 
De Dall, ot Was C8 OR More Umportaat Phat BO OOmor NS 
de mate to give C Roms what ut had demanded Gurimg te 
Pees tows rOwRGS Of LalAS-—— Veto POMEE OR BRAY Ques 


he 


straktinag |S 


Tike coamtorted laaguage of parts of the pudaated aooond 
hows af] too cloariy the Vorttal gy @tmastigs Doeh adios Mad 
t go trough we onder to roach agrewmmeet Brae 
wart! peeoee detads oacladed of exact whee aad 
hve CRema thould De consulted Claga wanted a guar 
amtee vactad yt the acourd that & wowkd Bold ie 
Varo Ramana of the Mew Avot Authort, Brita 
refusal, amt unstead. a Net retere@er to the apport 
ment 2 Vane chanmark— without wr tag who oF Row de 
woul! Se ohosce— was uatciuded 


Ceratwally the dithoremeoes aarrowed as Naturdan wore oF 
(Rema Rad agreed to out ack ots demand to De consulted 
OR Major provects straddihag [88° to omlh the anport 
prorect. Although Mr Lu aad Nir Pers comctuded theu 
moe temgs at a crv elhsed Rows ue Requag, Nar David aad das 
somo aauios Mayet Up Late nato the mgt Comsultoag wid 
Bretaem ane decwhag whether & was a deal that Mong 
Korg woul! fad aonemaNe 


By 3 am last Sweda, mornumg & was all over Nataticd 
that the aooond was ome Hoag Kong could hve with, and 
that Re. as Govermor and the maa most Closet aieatified 
woth ot, Coun! sell to the people of Hoag Kong wath a clear 
cumscremer, Ser Davad Woltson and bes NMeoar-oved andes 
called ot a might 


Noma Bretest momisters unchuctiag the Bowege Sovretan 
Nir Douglas Hurd were eatormed of the aooord and the 
meat afternoon, Mr Lu and Nor Percy met agaee to vara 
theer work [t Rad Doce agreed that the ugmeng woul! be 
lett to Preemer L) and Res British Cowrterpart. Vir Ahan 
at a date to © deonted later His task completed. the 
Bretesh special cevo. Doarded a fight Neck to Loadoe 
the hwhowing morning 


After 20 montis of tough megotation the Need through 
hat tomally een made Hoag Rong dad am agreement 
amd woul! get its aurport. although the poole of the 
termtor. woul! aot be todd for another fowr days aco 
wowkt De given the femal draft of the acouord at ots regular 
Weekl) meeteng om Tuesday and 0 was deceded that Nir 
Daved Wilson woukt make puc the agreement two 
davs later No more thar adout a dovee top officuh 
Amew of the accord. amd the adimantraton showed 
umusual restrarmt of manmagiag to Prevemt Rews Of it 
leaking out 


(Romese offiowlk, however, were less restranned U nae 
to Rok Rack thee padvlateor at what ome desorbed as 
“VerS BOT Rews” word Of an agreement Dogan leaking 
Out trom the New Choma News Agency om Westneutas 
When Nor David made the announcement on TRurias 
at hes first press comferemoe on more than two vears he 
baer! Srey relevent, at also aligtthy ahoepesh at Doung 
ews than tramk about the secret Major paitative 
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“Earlier this week I was in the unfortunate position that 
I had to say to the press that I had no new statement to 
make,” he admitted. 


“I think there was a common understanding that Hong 
Kong does need this new airport project and that we 
needed a sensible arrangement to get ahead with it,” Sir 
David told reporters. 


But as the euphoria of the settlement wears off, the way 
in which the pact was reached is bound to leave scars on 
many of those involved. For Sir David, it has probably 
shattered a few illusions about the Chinese. As an 
architect of the Sino-British Joint Declaration, the air- 
port negotiation was another example of the spirit, if not 
the letter of the 1997 accord being eroded. While the 
quiet diplomatic approach worked ultimately, the whole 
experience must have left him feeling frustrated and 
perhaps even a bit mistrustful about China’s intentions 
towards the territory. 


For both the British and Chinese, the agreement reaps 
biger benefits. It had led to the re-establishment of 
relations at the highest level. The decision to have both 
prme ministers sign the accord heralds a new era for both 
sovereign powers. The significance of having Mr Major 
visit Beijing has not been lost on the Chinese. He will be 
the first leader of a Western nation to visit China since 
June, 1989. 


By providing its support to the airport project, thereby 
wining the confidence of foreign investors in promoting 
Hong Kong’s prosperity and stability, China has shown 
that it cannot be left out of any major decision under- 
taken by the Hong Kong authorities. 


While the accord limits Chinese consultation to the 
airport, the fact that consultation will take place on 
major issue between the British and Chinese foreign 
ministers suggests that the Hong Kong Government and 
the Executive Council will no longer enjoy their current 
degree of autonomy in the decision-making process. 


The long and tortuous negotiations over the airport 
project have fully demonstrated that China, and the 
Central Governemnt in Beijing, is bound to have a major 
say On important matters affecting the future of Hong 
Kong. As Hong Kong weighs up the cost of the agree- 
ment in real and political terms, at least, it means that 
the green light has finally been given to one of the most 
ambitious and visionary projects ever undertaken in the 
territory. 


Project Economics Examined 
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{Editorial: “The vital importance of airport economics”’] 


[Text] If a week is a long time in politics, 72 hours would 
appear to be equally as long in the life of Hong Kong’s 
airport project. Just three days after the announcement 
of the Memorandum of Understanding between Britain 
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and China, and the relief and euphoria that the agree- 
ment engendered, the debate has already turned from 
one of if-and-when to one of how and what the effects 
will be on the territory’s economy. 


Friday’s huge influx of foreign money onto the Hong 
Kong stock market underscored the business sector's 
view, both here and overseas, that the agreement was 
good news. But by the weekend, the focus quickly 
switched to the fine detail of the way in which the 
massive project will be carried out, and yesterday saw 
politicians and trades unionists concentrating on the 
crucial issue of foreign labour. 


Financial Secretary Sir Piers Jacobs was reported to have 
stated that as many as 20,000 overseas workers would be 
required, with the largest numbers needed between 1993 
and 1994, when construction would be entering its 
busiest phase. Sir Piers, who retires from his job next 
month, stressed his figures were estimates and would 
need to be updated as the project progressed. Secretary 
for the Treasury, Mr Yeung Kai-yin, maintained how- 
ever: “We have announced a figure of something like 
2,000 to begin with for the airport core programme. But 
I think there will be a gradual mounting up. I don’t think 
we will see anything as large as 20,000.” 


Sources later insisted that Sir Piers’ figure was an accu- 
mulated total, and that as workers came and went it 
could be reconciled with that of Mr Yeung. Either way, 
the issue of how many foreign workers should be used on 
the construction of the airport is one of far reaching 
importance to the Hong Kong economy. 


For months, the terriiory has wrestled with the problem 
of double digit inflation, with rising salaries bearing the 
brunt of the blame for the figures. Too many foreign 
workers will depress wages for Hong Kong's own labour 
force: good news for the inflation fight but bad for local 
living standards. Too few will push up pay: good for 
workers, but had for business and even worse for the 
battle against inflation. 


According to Smith New Court Far East, inflation could 
rise to 15 percent if the labour shortage worsens by the 
end of 1995. Wage rises could go as high as 17 percent by 
the end of 1995, when unemployment could stand at less 
than one percent, their forecasts say. 


The debate was neatly encapsulated by legislators Mr 
James Tien Pei-chun and Mr Jimmy Mc Gregor. Mr 
Tien argued: “If workers can be hired at $2,000 a month, 
why should we pay them $20,000? The airport will be 
much cheaper if imported labourers are paid the same 
wages they would get in their own country.” Mr 
McGregor pointed out such a move could endanger the 
relationship that currently exists between workers and 
employers, and raised the issue of exploitation. 


Trades unionists, inherently suspicious that the airport 
project may be used as an excuse to throw open the doors 
to labour from abroad as part of a more wideranging bid 
to curb inflation, will need to be convinced that the 
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administration is not sacrificing the intersts of its mem- 
bers. Labour unrest at this important time is the last 
thing anybody wants. 


Contractors preparing bids for airport projects badly 
need hard information about the current and future state 
of the labour market and any upcoming changes to the 
laws governing the importation of foreign workers in 
order to produce realistic tenders. Clearly, uncertainty 
over numbers and their pay are not ideal conditions to 
calculate costs that can be made to stick in the years to 
come. 


If Hong Kong is to reap the full benefits of the new 
airport and avoid the economic pitfalls that can accom- 
pany such a massive building programme, the Govern- 
ment needs to apply itself to the question of foreign 
labour with some urgency. After all the months of 
uncertainty over Chek Lap Kok, the territory now needs 
a cohesive, unified policy towards the construction of the 
airport as soon as possible. 


Latest Cost Projections 
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[By Fanny Wong and Shirley Yam] 


[Text] The cost of building Chek Lap Kok airport is 
estimated to go up by more than $5 billion [Hong Kong 
dollars} to $43.6 billion, while expenditure on the 
majority of the other core projects in the airport scheme 
are going down. 


According to the latest government projections, the 10 
core projects, estimated to cost about $79 billion at 1990 
prices, will be adjusted to $84.3 billion. 


The new figures were revealed to the Legislative Coun- 
cil’s airport ad hoc group yesterday by a team of officials 
led by the Chief Secretary, Sir David Ford, but no proper 
explanation was offered to members on what accounted 
for the surging prices. 


The councillors were told that the financial study on the 
airport was still going on and a final draft report would 
be available by the end of the year. 


It 1s understood the Government told councillors that a 
main reason for the revised estimates for the overall 
figure was price fluctuations between last year and this 
year. 


And following more detailed study, the scope of each 
project was said to be more refined, thus enabling 
consultants to give more accurate projections. 


Speaking after the two-hour briefing, the group conve- 
nor, Mr Stephen Cheong Kam-chuen, said he was con- 
vinced that the administration would not have to borrow 
for the project unless there was significant over- 
spending. 
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Mr Cheong said the $5 billion increment showed how 
hard the administration had tried to keep the cost down 
because it represented only a seven per cent adjustment 
which was well below the latest inflation rate. 


Sir David assured councillors that it was the administra- 
tion’s top priority to build a cost-effective airport. 


“There are going to be variations in the costing. Some 
are going tO gO up, some are going to go down as we 
refine the cost on the one hand as inflation has started to 
have an impact on the other,” he said. 


“There 1s nothing very dramatic about that and is to be 
expected for a project of this size. It is perfectly manage- 
able. 


“We are quite determined that we are going to build a 
cost-effective airport. We are going to keep the cost as 
low as possible and that 1s a very high priority for us.” 


The airport aside, it 1s understood that the project which 
sees a bigger rise in cost is the Lantau Fixed Crossing and 
its associated works. 


The crossing, the rail reserves and the interchanges 
leading to the bridges were estimated to cost about $10 
billion last year but the spending has been projected to go 
up to $12.1 billion. 


However, the cost for the West Kowloon Expressway is 
estimated to dip from $2.5 billion to $1.7 billion, down 
by more than 30 percent while the North Lantau 
Expressway is expected to fall from $5 billion to $4.3 
billion at current prices. 


Phase | of the Tung Chung Development is also to drop 
from $3 billion to $2.6 billion. 


Least affected by the price adjustment is the Western 
Harbour Crossing which will drop from $4 billion to 
$3.9 billion. 


According to present projections, the Government 
expected $53.7 billion of the $84.3 billion, or 64 percent, 
would come from public money. 


Although the calculation at present envisages that less 
than 40 percent of the funds will come from the private 
sector, it 1s understood the Government maintains the 
current projections as the worst case scenario. 


With China offering support to Hong Kong to go ahead 
with the projects, it 1s understood the Government 
expects more private money will be channelled to fund 
the plan. 


Officials expect that the airport, the Lantau Fixed 
Crossing, the airport railway as well as the Western 
Harbour Crossing all have the scope for private partici- 
pation. 


It 1s understood the Government expects that the invi- 
tation to the private sector to bid for the franchise of the 
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crossing can be put out in around 1995 or 1996 when 
construction work will be close to completion. 


On the Chek Lap Kok airport, the present plan envisages 
that apart from the passenger terminal, other facilities 
can be privatised provided the move will not undermine 
the flexibility of the effective operation of the Airport 
Authority. 


Private sector investment in the Chek Lap Kok airport 
plan is projected to be around $26.7 billion with $16.5 
billion as loans raised by the Airport Authority. 


Public money to the tune of $16.9 billion, including 
$13.8 billion of government capital injection into the 
Airport Authority, will pay for the remainder of the 
$43.6 billion project. 


To improve the commercial viability of the airport, it is 
understood two options are being considered including 
phasing the construction programme and taking a more 
commercialised approach to bolster income from priva- 
used facilities and land development. 


Apart from the airport core programme, officials expect 
the Central-Wan Chai reclamation and the airport 
railway to cost about $14.3 billion. 


The Government will meet the Mass Transit Railway 
Corporation [MTRC] soon to decide whether the airport 
rail link should be opened at the same time as the Chek 
Lap Kok airport. 


A government-commissioned financial consultancy 
study on the rail envisages significant government sub- 
sidy to the MTRC if the two projects are to be in place at 
the same time 


Before putting the proposal to the Executive Council, the 
Goverment will seek the corporation’s views on the 
amount and form of subsidy if the rail link 1s to operate 
in 1997 


The study indicates that the size of the subsidy could be 
significantly reduced if the opening of the railway is 
delayed for several years. 


4 three-year delay could be allowed for the rail link with 
the support for surface transporation. 


However, the Government is worried that the delay will 
cause further congestion to traffice along Nathan Road 


The delay would also reduce the land value of Lantau 
Island and affects the profitability of the airport-related 
service 


The overall projects spending aside, the Government 
will also be seeking funds to beef up the office of the 
Provisional Airport Authority which will be to the tune 
of $800 millon, spread over a period of about 18 
months 


The estimated expenses are based on an initial business 
plan which envisages rapid expansion of the body from a 
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handful of officers led by chief executive Mr Richard 
Allen to include more than 300 staff. 


Drawn up by a consultant appointed by the authority, 
the financial plan 1s expected to be finalised within the 
next couple of years. 


The consultant, who was previously involved in putting 
together the controversial staff package of the Securities 
and Futures Commission, however fell short of recom- 
mending sufficient safeguards to scrutinise the spending 
of the authority. 


It is understood the staff structure. modelled on that of 
the Mass Transit Railway Corporation, will have a 
number of divisions such as finance. construction, 
administration and public relations. 


Meanwhile, Mr Cheong said the Government would 
have to guarantee no more than a $5 billion loan for the 
projects with the anticipation of active private partici- 
pation. 


“With the proposed strategy and cash flow forecast, I do 
not think we should worry whether we can afford the 
project.” he said. 


Councillors were told the administration was consid- 
ering various measures to avoid over-spending on the 
project. 


These included the use of “fixed price” contracts and the 
insertion of protection clauses in contracts but officials 
noted this might increase tender prices. 


The four-day briefing will resume on Monday and the ad 
hoc group will prepare an information note for all 
legislators before the Friday Finance Committee 
meeting. 


The British Prime Minister. Mr John Major, would visit 
China soon to sign an agreement on Hong Kong’s new 
airport, marking a new era of co-operation between the 
two governments, the Chinese Foreign Ministry con- 
firmed yesterday 


Ministry spokesman Mr Duan Jin said in a weekly 
briefing that the exact date of the visit had not been 
finalised 


CITIC May Join Project 
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[By Raymond Chang} 


[Text] China International Trust and Investment Corpo- 
ration (CITIC), the principal commercial and invest- 
ment arm of the Being government in Hong Kong. may 
Participate in projects and contracts connected with the 
new airport on Chek Lap Kok 


General manager for business development Peter Lee 
said the company would study these areas after the 
Chinese government endorsed the airport last week. 


CITIC had said support from Beijing would be needed 
before it would participate on any airport-related 
projects in the territory. 


It also said it would not join the race to bid for the $6 
billion Lantau fixed crossing contract because it lacked 
experience to undertake components of the project. 


Mr Lee said that since CITIC was not a pure construc- 
tion firm, it would consider teaming with a consortium 
of contractors and construction firms to go after infra- 
structure contracts. 


“We would be more interested in those projects offering 
attractive yields,” he said. 


CITIC has yet to decide which contracts it could go after. 


At the same time, Mr Lee said, the group would continue 
to explore investment opportunities in the territory, 
including infrastructure projects similar to the cross- 
harbour tunnels, where project developers were given the 
right to operate them before they were turned over to the 
Government. 
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CITIC will also proceed with the development of a 
high-rise residential/commercial project on a 2,800- 
square-metre site in Vancouver, Canada, next to Li 
Ka-shing’s multi-billion dollar development on the 
former Vancouver Expo site. 


The project would have a total gross floor area of 14,000 
square metres at a plot ratio of about five times. 


The high-rise residential tower would have more than 
100 flats. 


Apart from the residential units, the project would 
comprise commercial space. 


CITIC, one of the biggest China-backed conglomerates 
in the territory, remained bullish about long-term pros- 
pects of the Hong Kong property market and the 
economy. 


The airport agreement between the Chinese and British 
governments had bolstered this 


CITIC executives said it would continue to explore more 
property investment opportunities in Hong Kong. 


It recently had disposed of stake to its investment arm, 
Tylfull Company, for $3.1 bilhon. 
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